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ECONOMIC MANAGEMENT 


KEY QUESTIONS ON GENERAL SURVEY OF INDUSTRY ANSWERED 
Chengdu SICHUAN. RIBAO in Chinese 25 Dec 85 p 2 


[Interview with Responsible Person of Sichuan's Leading Industrial Inspection 
Team By Unnamed Reporter: Various Tasks in Completing the General Inspection 
in a Timely and High-Quality Manner, the Responsible Person of Sichuan's 
Leading Industrial Inspection Team Responds to Related Questions"; date 

and place not given] 


[Text] The State Council has decided that during the first quarter of 1986 
the second national general inspection of industry will be carried out. 
Recently, a reporter from this newspaper interviewed the responsible person 
of Sichuan's leading industrial inspection team. The following are his 
responses tu the reporter's questions. 


[Question] What is the purpose and significance of this general inspection 
of industry? 


[Answer] This second national general inspection of industry will be a 
Significant survey of the national condition and national power. It is 

an extremely important basis for the construction of socialist modernization. 
At the present time, China has entered into a new period of socialist 
construction. In order to formulate and carry out social and economic guiding 
principles, policies, and plans, we need to get a grasp on comprehensive and 
detailed data and economic information so we can have a clear understanding 
of the situation and make correct policy decisions. Doing a good job in 

this general inspection of industry will be extremely significant in 

ensuring we proceed from China's actual condition in drawing up long-term 
plans, promoting restructuring of the economic system, carrying out 
technology reform of enterprises in a planned and concentrated manner, 
raising the management levels of industry enterprises overall and improving 
the quality of enterprises, increasing the pace of industrial modernization, 
strengthening overall economic control, and in realizing the grand objectives 
formulated by the 12th CPC Congress. 


[Question] What is the basic task for this general inspection of industry? 


[Answer] This national inspection of industry, in general has two tasks: 
The first will be in looking at the overall economy find out the basic 











situation of China's industry through a general inspection. It will survey 
the national situation and national power, and supply basic industrial 
economic data to leading economic departments that is fairly comprehensive, 
detailed, and systematic. In addition to reporting on the overall picture 
of production, supply, sales, personnel, finances, and materials, it will also 
highlight four key points, namely, the internal structure of industry, the 
State of technology industrial equipment is in, the quality of workers, and 
economic results. The second task will be to look at the microeconomy, find 
out the basic situation of each industrial enterprise through the general 
inspection; to strengthen the statistical, recordkeeping, and economic 
accounting work of enterprises; survey the situation and power of factories; 
and on the basis of learning about resources, tap latent powers, renovate, 
transform, and establish sound economic responsibility systems within 
enterprises; and further improve the management level of enterprises. 


[Question] What will the general inspection be targeted at and consist of? 


[Answer] This general inspection of industry will be targeted at all 
enterprise, including state-owned independent accounting enterprises; 
coilectively owned enterprises (township and enterprises); dependent 
accounting units, village-operated enterprises, and individual town and 
township enterprises; and joint enterprises with Chinese and foreign funds 
and cooperation, and foreign-founded enterprises. This inspection wil] 
consist of many things, including the basic conditions of enterprises, such 
as the production, marketing, and storage of industrial products; new products 
and product quality; production equipment and capacity of industry; technical 
and economic goals of industry; consumption of energy and raw materials; labor 
wages; finances; industrial product prices; development and utilization of 
mineral resource:'; and technical development of enterprises in industry. By 
carrying out scientific regulation and quantity determination for processing 
and qualitative analysis research based on these things, we can basically 
satisfy the needs of the state and the needs of various areas responsible 
departments for a complete picture of the industrial economy and of 
formulating principles, policies, and plans along with their needs 
concerning industrial enterprises organization, production, management, and 
administration. 


[Question] How can this general inspection of industry be done in a timely 
and high-quality manner? 


[Answer] This general inspection will be broad in scope, wide ranging, 

cover a lot of ground, and have some heavy requirements; it will be a project 
that has a fairly complicated system, a highly technical nature, and one 
which will be extremely difficult. Therefore, when carrying out this work, 
we ask that leaders at all levels and the departments concerned take the 
general inspection very seriously, that they raise awareness of the necessity 
and importance of the inspection. To ensure the inspection is conducted 
smoothly, they should earnestly strengthen organizational leadership, 
replenish the ranks of inspectors, and provide funds for the inspection. 
Second, they should firmly stress and guarantee the quality of the inspection. 
This requires that regions, departments, and enterprises do a concientious 








job of filling out and checking the survey forms, maintain overall control of 
the survey, and do a good job of scientificaly arranging and compiling the 
data from the survey. They are to seek truth from facts from beginning to 
end so the actual situation is reflected. They are also required to pay 
attention to the work of analytical research anc calculations of the survey 
data. Third, leaders at all levels and of related departments are to work 
together, be closely coordinated, make good use of time, inspect all 
preparation work and bring work that does not meet requirements up to 
standard. This general survey should set up work responsibility systems 

at each level to guarantee the various tasks of the survey are completed 

in a timely and high-quality manner. 


12704/12951 
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JOURNAL ON CONTROLLING SCALE OF INVESTMENT 
HK290911 Beijing JINGJI GUANLI in Chinese No 4, 5 Apr 86 pp 18-21 


[Article by Luo Jingfen [5012 4737 1164] and Hou Shuming [0186 2885 2494]: 
"Control the Scale and Adjust the Structure of Investment"--edited by 
Liu Jichang [0491 0366 2490]] 


[Text] In the reform of the economic structure, due to the expansion of 
the financial power of the regions and enterprises and strengthening the 
position and role of the banks in the national economy, investments in 
fixed assets have shifted from the single channel of appropriations from 
the state budget in the past to many channels such as extra-budget bank 
loans, self-raised funds and so forth. In recent years, the scale of 

bank loans and self-raised funds has increased rather rapidly. In 1984, 
the total sum of fixed asset investments financed from these two sources 
was equivalent to 140 percent of the state-budgeted investments. The 
reason for the excessively large scale of the fixed asset investments 

in the fourth quarter of 1984 and the year 1985 was principally due to the 
too-rapid increase in bank loans and self-raised investment funds. From 
now on, following the further development of the reform of the economic 
structure, the proportion of bank loans and self-raised funds in the scale 
of fixed asset investments will be further enlarged. Hence, the key to 
strengthening the control of fixed asset investments lies in stepping up 
the control over outside-budget investments (principally bank loans and 
self-raised investment funds). Stepping up the control in this connection 
not only requires rigidly controlling the scale of investment and having 
the scale controlled within the state plan but also guides the direction 
of the investments, encourages more of the extra-budget funds to be invested 
in the "short-line” sectors such as energy, communications, raw materials 
and so forth, and restricts the blind development of certain processing 
industries. The strict control of the investment scale is not only urgent 
business to be done in the first 2 years of the seventh 5-year plan period 
but also constitutes a long-term task which cannot be relaxed at any time. 
However, if the structure of investment is irrational, then not only will 
the coordinated development of the national economy be impeded but control 
of the investment scale will also be difficult. This is because in the 
event of an excessive investment of extra-budget funds in the processing 
industries, extra pressure will be applied on the energy, communications 
and raw materials sectors, demanding more investments in the latter fields 








and thereby bringing about the further inflation of che whole investment 
scale. Therefore, at present, the key to controlling the scale of invest- 
ments and ensuring and providing for reserve strength for the development 
of the economy lies in rationally adjusting the structure of investment. 


In order to step up the control of extra-budget investments, first of all, 
it is necessary to strengthen planned management and strive to organize 
construction work within a rational construction period. Hence, it is 
important that we firmly liquidate, or put in order, the projects still 

in construction and rigidly control new projects. The funds, materials, 
and equipment needed by newly-rising large and medium-sized projects should 
first be arranged and ascertained before the inclusion of the projects 

in the construction plan and they must be supplied in full each year within 
a rational construction period. If this cannot be done, then the projects 
can only be considered as reserve projects. In addition to projects in 

the reserve list, it is also necessary to grasp a numoer of projects well 
and carry out pre-stage work on them. To ensure that the projects under 
construction are technologically advanced, economically rational, estimated 
correctly and with precision, and that the contracting is unquestionable 

to the very end, all new projects should be first subjected to assessment 
and examination by relevant advisory organs before their submission for 
approval to be included in the annual plan. Prior to a project formally 
starting construction, it must first present to the relevant department 

a report on starting construction work for approval. 


For the purpose of stepping up the control of non-budgeted investments, 
we should also pay close attention to employing economic measures and 
put into full play the regulatory functions of economic levers. 


I. A Firm Grasp of the Exact Degree of Looseness or Tightness of the Money 
Market Is an Important Economic Regulatory Measure in Stepping Up 
Macro-control Over the Scale of Loans 


Up to the present, a situation of the scale of capital construction loans 
having increased too rapidly and of an excessive issuance of banknotes 
still exists. Hence, we should continue to appropriately tighten the 
money market and rigidly control the scale of loans. 


It is necessary to grant loans in accordance with the state's credit and 
loan plan and capital construction plan. Under the state's capital 
construction plan, the projects arranged for loans are mostly the state's 
major construction projects in the sectors of energy, communications, 

and raw materials. These projects are all "short-line" projects which 
urgently await development but whish have so far restricted and impeded 

the development of che national economy. On their part, the banks, taking 
into consideration the situation as a whole, should provide the loans to 
them according to the state plan. Prior to the prices having been generally 
put in order, the parties concerned may not have the ability to repay these 
loans promptly. Thus, in order to adjust the investment structure, banks 
should charge differential interest rates on their loans to different 
industries and trades. Lower interest rates should be charged on construction ‘ 











projects in the sectors of energy, communications, and raw materials, 
whereas higher interest rates should be charged on prejects of processing 
industries whose development should be restricted. Alternatively, on 
loans for construction projects in the sectors of energy, communications, 
and raw materials, the finance departments or banks may have the interest 
so deducted, and in the event of the parties concerned being really unable 
to repay loans, appropriations may be made in lieu of loans. 


We should sternly control non-budgeted loans. Granting of loans outside 
the state plan is an important cause for the excessively large scale of 
loans for fixed asset investments. Effective measures should be enforced 
to have it restricted. Regarding regional leadership circles at various 
levels who, taking into consideration only partial or loca] interests, 

have forced banks to grant non-budgeted loans, such practices should be 
dealt with in accordance wit* the stipulations of the "Regulations 
Covering Loan Agreements" promulgated in 1985 py the State Council. 

These regulations have definitely provided as follows: Organization units 
and individuals shall not compel banks to grant loans; otherwise, the 
administrative responsibility and economic responsibility of those directly 
responsible shall be investigated and affixed. In the case of serious 
offenses, criminal responsibility shall be invest‘gated and affixed by the 
judicial organs. In the event of banks at grassroots level! grantii2 non- 
budgeted loans of their cwn accord, banks at the higher level shail be 
responsible for promptly reclaiming tie loan funds and shall investigate 
and affix the administrative and economic responsibilities of the parties 
concerned. If the loan funds have already been used in full, it will be 
necessary for the amount of the loan quota in the succeeding year of the 
bank concerned to be correspondingly reduced. Fixed asset loans granted 
by trust departments of trust and investment companies and specialized 
banks generally belong to the category of non-budgeted loans. It is 
necessary that these trust organs be earnestly checked up and consolidated. 
Only after consolidation and upon being found to be in conformity with the 
necessary conditions, and aiso subject to approval by the People's Bank, 
shall these trust organs be allowed to grant fixed asset loans which are 
included in the state plan. Regarding cases in which bank loans are used 
on projects purported to be self-financed and cases in which loans for 
circulating funds are used to finance fixed asset investment., the banks 
are empowered to reclaim the loans; if the loans have already been 
partially used, then on such parts heavy fines shall be made or payment 

of double the interest rate shall be required. Since currently the 
interest vate on loans for circulating funds is on the low side, and for 
the sake of discouraging the enterprises from employing loans for circulating 
funds to finance fixed asset investments, we should consider appropriately 
raising the interest rate on loans for circulating funds and resorting to 
use of differential interest rates. 


We should also improve the method of repayment of principal and interest 
payment on loans. The existing method is that after a project has been 

completed and put into operation, the before-tax profits are used to meet 
the principal and interest payments on the loans. This in effect amounts 
to the finance department taking up over 50 percent of the burden and the 








effects on the economic benefits of the enterprise are not large at all. 
It is suggested that in the case of state-owned enterprises principal 
repayment be made from the before-tax profits whereas interest payments 
be made from the enterprise's retained profits. Since at present a number 
of the enterprises are unable to take up this burden, the method should 
be tried out first among those enterprises which are in the processing 
industries and have more profit retentions. When and as in the future 
the profit retentions of the enterprises are increased, then a transition 
may be gradually made to the enterprises meeting the interest payments on 
loan projects in general from among their own profit retentions. This 
will directly link together interest payments with the enterprise's 
benefits and will force the enterprises to calculate more meticulously 
when applying for loans, and to nighly regard the importance of economic 
benefits when making use of the loan funds. This will also perform the 
function of curtailing the application for loans for projects with rather 
poor economic benefits. 


We should consider appropriately raising the rediscount rate of the Central 
Bank. At present, the interest rate charged by the Central Bank on 
rediscounting loans from the -pecialized banks is too Jow. The monthly 
rate is only 0.3 percent whereas the specialized banks charge the enter- 
prises interest of 0.66 percent 3-year term loans, a monthly interest of 
0.72 percent, 5-year term loans, a monthly interest of 0.78 percent, 
10-year term loans, a monthly intevest of 0.84 percent; and loans of over 
10 years, a monthly interest of 0.9 percent. In practice, the repayment 
period on loans for technological transformation projects is usually 

3 to 5 years, and that on loans for capital construction projects is over 
5 years. If an average of 5 years is taken as the loan repayment period, 
the rediscount interest rate charged by the Central Bank on the specialized 
banks is equivalent to only 50 percent of the interest rate charged by 
specialized banks on 5-year fixed asset loans. This is also rather low 
when compared with the major capitalist countries in the Western world. 

In the latter countries, the ratio between the rediscount interest rate 

of the Central Bank and the interest rates charged by commercial banks on 
loans of favorable terms is as follows: U.S.A., 76.2 percent; Canada, 
88.5 percent; Japan, 86.93 percent; England, 89.9 percent, France, 79.2 
percent; and West Germany, 58.1] percent. If the rediscount interest rate 
of the Central Bank os too low, the specialized banks are discouraged from 
exerting efforts to obtain deposits but are encouraged to borrow money 
from the Central Bank, as the more such loans made the greater are the 
profits. In turn, this is disadvantageous to exercising control over 
loan-granting by the specialized banks (including the scale of loans for 
fixed asset investments). It can be seen that if we raise the rediscount 
interest rate to a level which makes the specialized banks reap only 

a small profit, or no profit at all, from borrowing money for the purpose 
of granting loans, then the scheme can play a definite role in controlling 
the scale of investment. After raising the interest rate on the Central 
Bank's rediscounted loans, we should follow up with appropriately raising 
the interest rate on deposits made by the specialized banks to the Central 
Bank (the current rate is a monthly interest rate of 0.36 percent), so as 
to attract the specialized banks to deposit more of their surplus funds 
with the Central Bank. As for the interest rate on the reserve funds 








for deposits prescribed by law, it should not be raised at all; on the 
contrary, it should be gradually lowered to the point of the deposits 
bearing no interest at all. 


In order to control the scale of bank loans, in regard to capital construction 
loan projects, the construction unit concerned should possess self-retained 
funds amounting to 30 percent. Following completion of the project and 

its operation, 30 percent of the needed circulating funds should be made 

up of self-retained funds of the construction unit, so as to shift briskly 
from the existing practice of completely relying on bank loans to serve 

as circulating funds. 


II. Stepping Up the Control and Guidance Over Funds Outside the State 
Budget and Making Investments With Self-raised Funds Maintain a Rational 


Scale 


Funds outside the realm of the state budget constitute the main source of 
investments with self-raised funds. In recent years, with the expansion 

of the financial power of tne regions, departments, and particularly the 
enterprises, funds lying outside the realm of the state budget have increased 
rapidly. Naturally, this is beneficial to arousing the enthusiasm of 

the regions, departments and enterprises for invigorating the economy 

and developing production and also beneficial to strengthening the capa- 
bility of the enterprises themselves to undertake self-transformation and 
self-development. However, in the employment of this portion of funds, 

we should not adopt a lax policy, or allow it to follow its own course, 

or give up the control over it altogether. At the same time, it should 

not be controlled summarily, with each and every project being subjected 

to examination and approval. Rather, we should follow a smoothing-out 
guideline and accord it with correct guidance: 1) Guiding this portion 

of funds against being used excessively on investment in fixed assets and 
using and appropriate portion of the funds to increase and supplement the 
circulation funds of the enterprises; and 2) guiding the portion to be 

used on fixed asset investments to the track of technological transformation 
and capital construction in the sectors of energy, communications, and 

raw materiols which are in short supply and restricting the blind development 
of certain processing industries. 


Hence, it is necessary to adopt certain economic regulatory measures to 
ensure the meeting of the demands of the state plan. 


In regard to enterprises engaged in the processing industries which command 
high prices, are highly profitable, and usually enjoy large after-tax 
profit retentions, their share in subscribing to the sinking funds for major 
construction in the energy and communications sectors should be further 
increased. In addition, energy and communications construction funds 
should be collected from the urban and rural collective enterprises, 

thereby appropriately increasing the state's major construction funds and 
restraining the blind expansion of the sources of funds which can enable 

the processing industries to raise their own investment funds. 








We should also adequately raise the proporcion of the enterprises’ self- 
retained circulating funds. At present, the production development funds 
of the enterprises are basically used on fixed asset investments whereas 
nearly the whole of their circulating funds depends on bank loans. Thus, 
on the one hand, the scale of fixed asset investments is enlarged while, 
on the other hand, the scale of loans for circulating funds from the banks 
is likewise enlarged. To solve this problem, we should require those 
enterprises which manifest a low ratio of self-retained circulating funds 
to use a definite ratio (for example, not lower than 30 percent) of the 
production development funds to supplement their circulating funds. If 

an enterprise is found to have violated this ruling, the banks may refuse 
to grant any loans to it to serve as circulating funds. In the case of 
projects which the processing industries have newly established from their 
own self-raised investments, the circulating funds they need when starting 
operations should wholly be derived from their own self-retained funds. 
The banks will not grant any loans for these purposes. In addition, 

these funds, together with self-raised investment funds, should both be 
deposited with the banks in advance. 


In 1985, the interest rates on bank deposits and on bank loans were raised 
on two separate occasions but the interest rate on fixed deposits of 
enterprises was not raised at all, although it was already on the low 

side (the monthly interest on l-year fixed deposits was 0.3 percent). 
Compared with the residents’ savings deposits (on l-year term savings 
deposits monthly interest is 0.6 percent), and interest rates on loans 
(monthly interest on l-year term fixed asset loans and monthly interest 

on circulating fund loans are both at 0.66 percent), the difference is very 
great and is disadvantageous to stirring up the enthusiasm of the enter- 
prise units for making fixed deposits. Therefore, it is suggested that 

the interest rate on fixed deposits of the enterprises should be appropriately 
raised and that the grading of the interest rates be increased (in addition 
to existing long-term deposits, short-term deposits up to the period of 

l year may be added). This can encourage the enterprises to deposit with 
the banks their funds which they do not use for short durations within a 
year, thus enabling the state to make use of them in various directions and 
to meet the macroeconomic needs. 


It is also suggested that various methods be adopted, such as joint invest- 
ment by central departments with the localities or with the enterprises, 
issuance and floating of construction bonds, and so forth, to invest a 
portion of the funds that are outside the state budget in the construction 
of projects in the sectors of energy, communications, raw materials and so 
forth. Following the completion and putting into operation of the jointly- 
invested enterprises, the enterprises, on the one hand, can enjoy the 
profits earned in accordance with their investment ratio and, on the other 
hand, receive the benefits of distribution of the products made. Units 

and enterprises purchasing large amounts of construction bonds may also 
receive principal-repayment and interest-payment in return or, in accordance 
with their needs, be given the enterprises’ products as compensation. 








We must fully allow the construction tax to play the role of keeping the 
investment scale under control and to guide the direction of the investments. 
The current rate of the construction tax is uniformly fixed at 10 percent. 
This may play a certain role in restricting the scale of investment with 
self-raised funds, but its role in adjusting the structure of investment 

is not large at all. We suggest that the construction tax be raised 
appropriately and also suggest the institution of a differential tax rate. 
On renovation and transformation projects and on capital construction 
projects in the energy, communications and raw materials sectors, the 
existing construction tax rate should remain unchanged; as for construction 
projects in the processing industries, the tax rate should, following 
different conditions, be raised to 20 to 30 percent. To ensure the prompt 
and full collection of the construction tax, the existing method of 
collecting the tax after completion of the project should be changed to 
collecting the tax as soon as the investment plan has been approved, and 
the relevant departments should, only after viewing the tax receipts, 
proceed to examine, assess, and approve the commencement of construction 
work. 


At present, there are many fund-raising projects which have paid out 
compensation in large amounts and have stimulated certain units and 
individuals to withdraw large amounts of funds from the barks and use bank 
loans to take further part in raising funds for projects, thus not only 
serving to expand the scale of investment but also increasing the consumption 
funds. For this reason, it is necessary to suitably control those projects 
which derive their funds from improper o: undesirable channels. The regions 
must incorporate the scale of construction projects from raising of funds 
into the general scale of their own investments from self-raised funds. 

In addition, they should collect the construction tax at the above-mentioned 
tax rates, from the construction projects financed by the raising of funds. 


We must enforce the regulation that all self-raised investment funds should 
be deposited in advance and under a special name in the construction bank, 
and that only after half a year has passed, and only following approval, 

can the funds be put to use. We must change the current method of depositing 
the funds on 30 June and forthwith withdrawing them for use on 1 July. 
Violations of this regulation shall be punished by confiscation of half 

of the funds, or even the whole amount of the funds if the gravity of the 
situation warrants. The confiscated funds shall be delivered to the state. 


III. Providing Correct Guidance to Investments by Collectively-—Owned 
Units and Individuals 


At present, we are enforcing planned management and control over the fixed 
asset investments of units under the system of ownership by the whole 

people and have left out of the plan any control over fixed asset invest- 
ments by collectives and individuals, allowing them to drift and to take 
their own course. But following the development of the reform of the 
economic structure, investments by collectives and individuals have increased 
rapidly and at present this category of investments has grown to become 

about one-third of the gross scale of fixed asset investments of the entire 
economic structure. Failure to provide any control and guidance over such 
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large investments not only may bring about much blind construction and 
extravagance, but also may aggravate the state of stringency in the supply 
of construction materials and raw materials, cause a rise in commodity 
prices, and adversely affect the scheduled completion of the construction 
projects within the plan of the system of ownership by the whole people. 


So as to carry out macro-management and guidance over investments by 
collectives and individuals, it is necessary to compile a plan of fixed 
asset investments of the whole society. Also, we should map out the 
targets for control of the scale of fixed asset investments under the 
system of collective ownership by provinces, municipalities, and districts 
and map out the guidance scale of investments in buildings by individuals. 
Both of the above should be controlled under the plan. At the same time, 
it is necessary to make full use of economic levers and to strengthen 
indirect control and guidance. 


At present, in investments under the system of ownership by collectives 

in the cities and the countryside, the scale of investment in township 
enterprises has developed too rapidly, far exceeding the capacity of the 
available funds and material resources. In the production of many products, 
the technological level is low, the materials consumption rate is high, 

the quality of the products is poor, and the socio-economic effects are 
below standard. The main reasons for the too-rapid development may be the 
tax burden being too light and credit and loan control being too lenient. 
Due to too much of the power to reduce, exempt, assess and examine taxes 
having been delegated to the lower levels (delegated to counties of the 
first-grade) and due to many of the comrades lacking a concept or under- 
standing of the statutes on taxation, many of the taxes which should not 
have been reduced or exempted have been so reduced or exempted. Many 
localities have failed to enforce the 8-grade excess and cumulative 

tax rates prescribed by the state (highest tax rate is 55 percent) but 
collected the taxes according to the 20 percent proportionate rate. While 
the state originally prescribed that in the event of newly-formed township 
enterprises meeting with difficulties, they may be exempted from payment 

of the income tax for a year, many localities have ruled that all new 
enterprises are exempted from the tax payment for a year. In some cases, 
enterprises have been exempted from tax payment for 2 to 3 years and in 
some other cases, enterprises, upon the expiry of the tax-exemption period, 
have only to change their names to continue to enjoy anew the tax-exemption 
privileges. Also, under the present new conditions, the existing ruling 
exempting products whose production and marketing directly serve agriculture 
from payment of the products tax and the value-increment tax is not rational. 
At the same time, the state does not collect from the township enterprises 
the energy and communications major construction funds (if collected, 

the annual yield from this source alone can amount to 2 billion yuan). 

In reality, the income tax paid by the township enterprises to the state 

is lower not only than that of the state-run enterprises but also than 

that of collective enterprises in the cities. In 1984, the tax rate 
actually borne by the township enterprises was 12.3 percent whereas in 

the cities the collective enterprises under the second light industry 
system paid a tax burden of 30 percent. Calculated on the basis of each 
100 yuan of product value, the whole tax burden paid to the state was found 
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to be: state-run enterprises, 16.73 yuan; city and countryside collectively- 
owned enterprises, 9.65 yuan; and township enterprises, only 4.06 yuan. 

On the side of credit and loans, the majority of the township enterprises 
are repaying their technological loans from the profits before payment of 
the income tax. In some localities they have gone so far as to repay 

even their capital construction loans from the before-tax profits. This 
not only has reduced the state's revenue from the income tax but also has 
served as a major cause for loss of control over the loans to township 
enterprises. For the purposes of facilitating the stable and healthy 
development of the township enterprises, we should suitably retract the 
delegation of the power to exempt or reduce payment of taxes and also 
abolish the ruling of reducing or exempting new township enterprises from 
tax payments, replacing it with the requirement that they should pay taxes 
according to law from the date of their enteringinto production or starting 
business. In the case of certain impoverished localities and enterprises 
really in difficulties, they should individually apply to the relevant 
authorities for tax reduction or exemption and can only do so upon approval. 
Township enterprises must abide by the tax laws and pay the income tax 
according to the 8-grade excess and cumulative tax rates; those failing 

to do so should be subjected to fines by the tax organs. Likewise, we 
should revise the ruling that products which directly serve agriculture 
both in production and marketing can all enjoy the privileges of reduction 
or exemption from payment of the products tax and value-increment tax. 

The revision should aim at making differential treatment for individual 
cases. Building up township enterprises should primarily depend on self- 
owned funds and the banks should keen loans strictly under control. They 
should reject granting any loans to projects which do not conform with the 
macroeconomic requirements or which turn out poor economic effects, or 
whose self-owned funds are not up to the stipulated ratio. On the other 
hand, they should be more lenient in loan granting, and give the necessary 
support, to projects related to mining, construction materials, communi- 
cations, processing of agricultural and sideline products, and coordination 
of urban industries. Township enterprises should carry out the state's 
unified regulations, repay loans from after-tax profit retentions and 
refrain from repaying loans from before-tax profits. 


Investments by individuals. Due to the existirg state of stringency 
in the money market, we believe that we should not grant any loans for 
fixed asset investment by individuals. 


Be it a construction project by the whole people, or a collective, or an 
individual, we should levy the land tax on it so as to practice economy 

in land use and at the same time to increase major construction funds of 
the state as well as to control the scale of the fixed asset investments 
of whole society. 


IV. Full Employment of Legal Measures to Ensure the Economic Measures 
and the Necessary Administrative Measures to Earnestly Bring Their Role 
into Full Play 


In order to control the scale of investments, it is necessary to earnestly 
Strengthen the legal system. Currently, the first problem that must be 


12 








solved is the non-adherence to legal codes. We should study the formulation 
of an "investment law."' This law should clearly prescribe that the 
responsible persons or persons in charge of relevant organs should be 

dealt with according to law for the following offenses: making investments 
which, without the approval of the State Council, exceed the scale of 
investments prescribed for self-raised funds or prescribed for bank loans; 
investments in which the local governments compel the banks to grant extra 
budget loans or in which the banks themselves grant extra-budget loans; 
handling investments in projects at raadom and without approval and 
investments in which the approving bodies have failed to perform their 
duties strictly, thereby causing serious losses; investments in which the 
parties concerned refused to deposit the funds into the construction 

bank or refused to pay the construction tax, and so on. 


/9604 
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ECONOMIC MANAGEMENT 


BEIJING ENTERPRISES IMPORT MORE TECHNOLOGY 
0OW170144 Beijing XINHUA in English 0036 GMT 17 May 86 


[Text] Beijing, May 17 (XINHUA)--Beijing Enterprises are becoming convinced 
that importing technology is the quickest way to head for the world market. 


According to the Beijing Economic Committee, 500 enterprises, about one 
eighth of the total, have signed nearly 1,200 technology-import contracts, 
worth U.S. $1.15 billion, for the food, textile, electronics, machinery, 
construction materials, medicine, chemical and metallurgical industries. 


"The open policy allows us to have a look at our counterparts abroad and find 
out where we lag behind," said Qi Xianliang, director of the Beijing glass 
laboratory instrument plant, which started to seek technology from abroad 
comparatively early. "Only then did we know how foolish we were to be 
satisfied with our leading position within China." 


The plant signed a 10-year contract worth U.S. $700,000 with a Japanese 
enterprise in 1977 "Our profit and output value have doubled in the past 
6 years, and our senior technicians have been trained," he said. And its 
contacts have been expanded to America, France, Federal Germany, Britain 
and Belgium. 


Before the open policy was adopted in 1979, the equipment of most enterprises 
had been domestically made in the 1950's, some were even products of the 
1930's. Industry managers were ignorant about the cutside world. 


Things are changing now. Many enterprises have sent staff members abroad 
to inspect foreign enterprises and study, and at the same time, foreign 
experts have been invited to China. 


Sun Weizhi, director of the Beijing Aluminum Materials Plant, was sceptical 
about a deal to import a production line from Japan in 1982. But as soon as 
the production line went into operation, he realized that importing tech- 
nology is the most efficient and economical way to catch up with the developed 
countries. He admitted that it would have taken 10 years for his plant to 
develop a similar production line. 
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However, “spending hard currency is not the ultimate purpose, but taking a 
place in the international market," Sun said. 


The competition is fierce as more and more enterprises have fixed their eyes 
on exports, which have increased in recent years. In 1985 Beijing exported 
goods worth U.S. $620 million; some 63 percent of this was represented by 
manufacturers, as against 50.8 percent in 1978. 


/8918 
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INDUSTRY OFFICIAL DISCUSSES STEPS TO HELP FREE MARKETS 
HK270444 Beijing CHINA DAILY in English 27 May 86 p l 
[By staff reporter Guo Zhongshi] 


[Text] Free markets all over the country continued to show skyrocketing 
growth in size and sales in the first 3 months of this year, creating challeng- 
ing new tasks for the State Administration of Industry and Commerce. 


An official of the administration told CHINA DAILY that it nonetheless is 
determined to help them continue to grow. 


Free market sales in the first quarter were 48 per cent greater than in the 
same period last year. The growth rate that year had been the highest since 
the founding of the People's Republic. 


Last year, total sales in free markets topped 63.2 billion yuan (about $20 
billion), a 38.38 per cent rise over 1984. 


China has more than 61,000 free markets. They provide a large portion of 
food in urban and rural areas, said Gong Xiaolan, deputy director of the 
policy research department of the administration. 


In many places, sales of non-staple food in free markets exceed that of state- 
owned retail stores, Gong said. In Hebei Province, free markets now sell 81 
per cent of mutton, 57 per cent of beef, 68 per cent of eggs and 66 per cent 
of vegetables. 


Gong, who is also a member of the council of the Consumer's Association of 
China, said, "Free market trading has become an important channel of commodity 
distribution." 


He said the thriving market has brought growth in other forms of private 
industrial and commercial enterprises. 


"Transportation, construction and information companies are developing fast 
in particular," he said. 
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By the end of last year, the number of registered private enterprises reached 
11.71 million, 25.9 per cent more than in 1984. They employed 17.66 million 
people in cities and townships, a 35.5 per cent increase over 1984, Gong said. 


Their business turnover totalled more than 75 billion yuan (about $25 biliion), 
a 63.1 per cent increase. 


He said that his administration had been acting like an agent for private 
businesses with its responsibilities ranging from physical protection to 
family planning. 


Despite some opposition to free markets and private enterprises on the ground 
that they look bad, make noise, slow traffic and cause sanitation problems, 
the administration is determined to help free markets and private businesses, 
he said. 


"We will pick the right place for free markets, supply private businessmen 
with raw materials, protect them from bad treatment and urge them to keep 
their places clean, but we will never do anything to stop their operation," 
he said. 


"In order to get support for private businesses from the whole society, we 
must strengthen controls over them and do our best to reduce such problems 
as speculation, smuggling, cheating and other illegal activities [words 
indistinct]. 


/8918 
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NUMBER OF MEDIUM, SMALL CITIES GROWS RAPIDLY 
0W260922 Beijing XINHUA in English 0729 GMT 26 May &6 


[Text] Beijing, May 26 (XINHUA)--China now has more than 200 small- and mediun- 
sized cities each with a population of less than half a million, a Chinese 
official said at an international seminar here today. 


According to statistics, the number of cities in China grew from 69 in 1949 
to 300 in 1984, and annual output value of city industrial production has 
now accounted for at least 86 percent of the national total. 


Wu Peilun, who is in charge of the reform experiment de partment of the state 
commission for restructuring the economic system, gave a general account of 
China's urban development to the participants attending the seminar on de- 
velopment experience in developing countries in the ESCAP (The United Nations 
Economic and Social Commission for Asia and the Pacific) region. 


From the very first day the government of the People's Republic took over 
the cities, he said, it has emphasized the development of economy and other 
undertakings. In urban development, he noted, China has followed the prin- 
ciple of "controlling the size of big cities, appropriate development of 
medium-sized cities and vigorously developing small cities and towns," which 
helped to bring about prosperity and vigor of the small and medium-sized 
cities. 


A striking feature of the emergence of these small and medium-sized cities is 
that they involved much less investment, Wu said. Taking Changzhou in Jiangsu 
Province for example, he continued, state appropriations to this city in the 
past three decades were less than one billion yuan, but the income handed 

over to the state by the city in the same period was as much as 7.87 billion 
yuan. 


"High economic performance is the basic character of these cities," he 
stated. 


At present, Wu said, small- and medium-sized cities in China are entering 
a period of rapid development, since the growth of commodity economy in the 
countryside is providing a much larger market and raw material base for in- 
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dustries in these cities, and the current urban economic reform has expanded 
the decision-making power of the cities and enterprises, thus imbuing vitality 
into city development. 


In addition, more and more such cities have opened themselves to the outside 
world and are striving for modernization through importing foreign technology 
and speeding up construction of their infrastructure. 


/8918 
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EXPANSION PLANNED FOR ECONOMIC INFORMATION NETWORK 


HK280440 Beijing CHINA DAILY in English 28 May 86 p 1 


[By staff reporter Guo Liyu] 


[Text] Zhengzhou--China's economic information network is set to further 
expand and become more systematic in the near future, according to a report 
delivered to a national conference here yesterday. 


Feng Jixin, director of the National Economic Information Network Council, 
said that although less than 2 years old, the network was proving vital to 
the country's economic development. 


Before its inception, Feng said, "There were very few organizations devoted 
to information gathering, analysis and dissemination." 


Feng said that during the past 2 years, the network had achieved its goal of 
serving the country's modernization programme by making scientific use of 
information resources. It has also widered its contacts with inland areas 
and regions. The network has grown from covering 50 cities in July, 1984 

to its present 203 members in various areas, cities and departments. 


Most of the network's local members have taken responsibility for providing 
local decision-makers with accurate, timely information and statistical 
material. Consultancy was also part of their work scope, Feng said. 


In addition, a national economic information "paper chain" was established 
last June, with the emergency of seven local papers, including CAPITAL INFOR- 
MATION, CENTRAL CHINA INFORMATION HERALD and GUANGDONG-HONG KONG INFORMATION. 


The first session of the National Economic Information Network Conference was 
held in July, 1984, in Harbin. The 5-day Zhenszhou conference has brought 
250 participants together. 


Seven pioneer cities--Tianjin, Harbin, Wuhan, Chongqing, Hohhot, Dandong and 


Jilin--were first to realize the urgent need to better use information re- 
sources to serve economic growth. 
/8918 
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REVIEW OF ANHUL'S DEVELOPING INDUSTRY 
Hefei ANHUI RIBAO in Chinese 27 Dec 85 p l 


[Article by Ni Zhimin [0242 1807 2404]: "Sound Reform, Coordinated Development 
of Production, a Review of the Province's Industry in 1985"] 


[Text} Anhui's industry front is steadily and vigorously striding into 1986. 
In the past year, there has been sound reform work on all fronts of industry, 
and production has had sustained, steady, and coordinated development. The 
"such a good situation has not been seen in many years" is not to be 
considered as excessive. 


This year the main feature of Anhui's industrial production has certainly 

been its rapid rate of increase. The G-V10 surpassed the critical level of 

20 billion yuan, totaling 22.2 billion yuan, an increase of 20 percent over 
last year, which resulted in the emergence of a new situation where "light 
industry is larger than heavy industry, there being more collectively owned 
enterprises than state-owned industries, and having more locally run industries 
than municipal industries." The second feature has been the industrial 
structure becoming more rational. The proportion of light industry has been 
steadily climbing and the ratio between light and heavy industry has been 
further coordinated. The development needs of the raw and semifinished 
materials industry, the energy resources industry, and the processing industry 
have basically been met. The third feature has been the marked increase in 
economic benefits, the increase in profits exceeding the increase in output 
value with an estimated increase in industrial output value of 15 percent, 

a profit increase of 22 percent, and a 17-percent increase in profits turned 
over to the state. Due to improved results from investment there has been 

a large increase in finencial return, breaking through the condition of 
Anhui's finances being in a state of fluctuation during the last few years. 
The income for the whole year was over 20 percent more then the previous 

year, reaching a total of 3 billion yuan. 


The successes gained in Anhui's industry development in 1985 were the best 

in the entire nation during the unfolding of the economic system reform. 
Following the direction of opening up to the outside and the market mechanism 
there was a succession of reforms made in the price and wage systems which 
represented a serious test for Anhui's industrial enterprise beginning in 
1985. In order to meet this challenge and to also make achievements in 
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development, <he provincial committee, provincial government, and the CPC 
Central Committee should lead by the policies and principles of the reform 
of the municipal economic system. These organizations should not miss 
opportunities to "invigorate large and medium-sized enterprises, expand small 
enterprises, and energetically develop village and town enterprises" by 
formulating policies that do these things and to use the increased 
independence of enterprises as a key to spurring on the entire province to 
have "a satisfied life." The rapid progress made in Anhui's industrial 
production during 1985 proves that the reforms carried out in our cities 

are correct. 


In order to stimulate the vitality of this basic economic “cell' in enterprise, 
Anhui put forward the slogan "grasp reform, increase vitality" early in the 
year and published articles concerning "relaxation of policies" and "stimulation 
of industry."" Prior to 1985 there were fewer than 100 enterprises using the 
factory director (manager) responsibility system, but during 1985 it spread 
throughout the province and now there are 1,640 enterprises utilizing the 
project director (manager) responsibility system. The 893 state-run 
enterprises account for more than one-half of all enterprises. The factory 
director (management) responsibility system has targeted management as its 

key point. This has allowed the factory director to do a better job of 
production control and to have more jurisdiction over administrative 
management, which has effectively spurred on enterprises to change to a new 
style. On the basis of implementing the factory director responsibility system, 
Anhui's industrial front has also deeply affected the contract management of 
enterprises. Successful reform experiences in agriculture were used in 
planning small accounting units for some large and medium enterprises and 

in establishing a new internal accounting system for enterprises, thereby 

more closely integrating the workers responsibilities, rights, and benefits. 

In enterprises throughout the province there emerged a state of giving 
consideration to the three benefits of “more income for the state, 

enterprises retaining more, and more gain for the individual." In the process 
of carrying out the contract responsibility system the responsible departments 
aimed at the fear of difficulty some enterprises have. They issued the 

"Notice Concerning Overall Management of Contracts and Improvement of the 
Internal Economic Responsibility System of Enterprises," this strengthened and 
developed the contract management and internal econom'tc responsibility system 
of enterprise. At the present time, 60 percent of enterprises in Anhui have 
implemented various forms of the contract management responsibility system. 

In some small enterprises new forms of collective and individual contracts 

have also emerged. These various reforms in the internal structure of 
enterprise have greatly aroused the enthusiasm of the broad numbers of producers 
and resulted in improved quality. 


During the process of stimulating vitality in enterprises, Anhui's responsible 
departments at all levels continued to carry out reform of equiment, 
realistically change workstyle, and change from controlling to serving. 
Provincial departments and bureaus have actively created their own conditions, 
reorganized companies, and put enterprises under lower administrative levels. 
Of the 125 enterprises subordinate to 25 provincial departments, 55 were first 
put under lower administration levels. Simpler administration and relaxed 
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control has increased the conciousness of enterprise producers of socialist 
commodities. 


While reform was being pushed forward, a new condition also emerged in the 
economic ties between enterprises. This year, Anhui has established 

economic cooperative relationships with 27 provinces and municipalities, and 
with more than 80 cities, over 1,500 jointly operated projects have been 
carried out. Through mutual cooperation they have "used the large to help 
the small," and "used the strong to help the weak,"' developed new industries, 
saved some old enterprises, given impetus to village and town enterprise, 

and increased Anhui's economic power. With these things alone, the province 
can increase its output value this year by 200 million yuan. 


Ensuring that in enterprise reform there is a relaxation of material 
production represents another problem to be solved by Anhui's responsible 
economic departments. During this year, Anhui has further clarified 
policies on energy construction being centered on local coal mines and power 
plants. This year the output of local coal mines could reach 5.4 million 
tons, an increase of 2 million tons over last year. Total electricity 
generation could exceed 13 billion kWh with an increase in electricity 
consumption over last year of 1 billion kWh. The development of local 
energy facilities has relaxed the tense situation of shortages in coal and 
electricity supply that existed in Anhui. Inflated prices for energy, and 
for raw and processed material has been a restrictive factor encountered 
in Anhui's development of industrial enterprise. Faced with this severe 
problem, related departments in the province have energetically supported 
technical reform and energy conservation in enterprises. While working 
under the condition of tight finances, arrangements were made for 684 
technical reform projects that needed total funds amounting to 690 million 
yuan. Through technical reform, Anhui's state of having aging technology 
in industrial enterprises was changed and their capacity to deal with 
emergencies was raised, which guaranteed the smooth implementation of 
internal reform. 


In 1985, we led the reform by the "ox's halter" vigorously through the 

year of the "ox." In the coming year, although there will undoubtedly 

be many hardships, we can, through a year of reform, have flourishing 
vitality and increasing vigor. It can be predicted that 1986 will be a year 
"full of vigor" for Anhui's industrial production. 


12704/12951 
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GUANGDONG'S LIN RUO COMMENTS ON PRODUCTION READJUSTMENT 
HK110720 Guangzhou KAIFANG in Chinese No 4, 8 Apr 86 pp 2-4 


[Article by JINGJI RIBAO reporter Chen Mao [7115 6290]: "Strive To Do a 
Good Job in the Great Business of Readjusting the Rural Production Structure-- 
Interview With Guangdong Provincial CPC Committee Secretary Lin Ruo"] 


[Text] Some people in rural areas are now keen on talking about "making 
fortunes by means of running industry and enlivening the economy by developing 
commerce,” but they neglect the point that "there will not be a stable situation 
if agriculture is not developed." However, provincial party Committee 
Secretary Lin Ruo has reminded them that agriculture, as the foundation of the 
national economy, must not be weakened, and efforts for grain production must 
not be relaxed. Last year, due to the effects of natural disasters, grain 
output in Guangdong Province fel’ by a rather big margin. This made some 
people wonder whether the second reform step and the production structure 
readjustments in the countryside had gone too far. At this time, Comrade 

Lin Ruo soberly told them: The rural situation is not merely reflected in 
grain production, and the situation in grain production in 1 single year cannot 
represent the general development tendency. When readjusting the rural 
production structure, as long as we can properly coordinate the development of 
industry, which will build up fortunes, and the development of agriculture, 
which is the foundation for a stable economic situation, and properly handle 
the relationship between grain production and other diversified economic 
undertakings, we will be able to promote the continuous, steady, and harmonious 
development of the rural economy. He has repeatedly emphasized this view 

at rural work conferences and in talks with cadres and ordinary people. 


Since last year, Comrade Lin Ruo has made many inspection tours in the 
mountainous areas in northern and eastern Guangdong and has made rural investi- 
gations in western Guangdong and Hainan Island. His purpose is to find the 
best solution for the readjustment of the rural production structure. Recently, 
Comrade Lin Ruo discussed this issue at an interview with this reporter. 


A convincing fact is: Last year, although Guangdong suffered serious natural 
disasters, because we persevered in reforms and production structural readjust- 
ments, the agricultural output value still increased by 6.8 percent, and the 
peasants’ per capita income reached 495 yuan, or increased by 70 yuan over the 
previous year. 
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At the beginning of the interview, Comrade Lin Ruo came straight to the point: 
Guangdong's grain output decreased by billions of jin last year. Did this 
show that the situation was not so good? This question concerns how we shauld 
correctly assess the results of the rural production structural readjustment. 
So this question represents a focus of people's attention. 


Comrade Lin Ruo recalled Guangdong's experience in readjusting the rural 
production structure. He said: According to Central Document No 1 in 1985, 
the main tasks in the second reform step in rural areas are to reform the 

farm produce purchase system and to readjust the rural production structure. 
To achieve these purposes, more flexible policies should be taken to decontrol 
thoroughly agricultural production. The state monopoly purchase system and 
the quota purchase system for purchasing grain, pigs, and other farm produce 
have been replaced with a contract purchase system. This measure has shifted 
agricultural production from a self-supporting economy to a commodity economy, 
and has thoroughly freed agriculture from the shackles of the old guideline of 
"taking grain production as the key link." Peasants will be able to have the 
initiative in arranging their production according to market demands and local 
conditions under the guidance of state plans. This major breakthrough in rural 
policies enables Guangdong Province to give full play to its advantages in 
diversifying agricultural production and developing tropical and subtropical 
crops. Last year, the whole province reduced the sowing area of paddy rice 

by more than 5 million mu, and this farmland was used to plant various cash 
crops. Although grain output decreased, the output of sugarcane, fruit, and 
fish increased substantially. The production of goods that were in short 
supply on the markets also increased rapidly. People's needs were better 
satisfied in many aspects. Because peasants can have the initiative in 
arranging their production, they can choose the best production structure in 
light of their local conditions and can bring their local advantages to full 
play so as to increase both the input and output in agriculture as a whole. 

In many areas of the province, the proportion of cash crops to grain crops 
reached 3 to 7. Moreover, the proportion of forestry, animal husbandry, fishery, 
and sideline production has also increased in agriculture. This development 
tendency shows that Guangdong's rural production structure has become benign 
and reasonable and has paved the way for the harmonious development of the 
rural economy. 


Comrade Lin Ruo strongly affirmed: Undoubtedly, following the first reform 
step of introducing the production contract responsibility system in the 
countryside, last year's reform of the farm produce purchase system has added 
new vigor to Guangdong's rural economy. He joyfully told this reporter a 
convincing fact: Although Guangdong (especially the western part of the 
province and Hainan Island) suffered serious natural disasters last year, 
agricultural production still achieved good harvests. The total agricultural 
output value reached some 17.4 billion yuan, marking an increase of 6.8 percent. 
All kinds of agricultural products except grain increased by substantial 
margins. Compared with 1984, sugarcane increased by 28 percent, fruit 
increased by 53.9 percent, freshwater aquatic products increased by 23.4 per- 
cent, and the total income of township enterprises increased by 42.1 percent. 
With the diversification of agricultural production and the development of 
secondary and tertiary industries, peasants’ per capital income increased to 
495 yuan, or 16.5 percent more than the previous year. 
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Then, Comrade Lin Ruo said with deep feelings: If Guangdong continued the 
previous practice of concentrating all resources on grain production, the 
peasants would not have achieved as much income last year as the national 
conditions were so bad, and there would not be today's prosperous situation 
in the countryside. Therefore, the central decision on reforming the farm 
produce purchase system is completely correct. We are full of confidence 
in the steady development of agricultural production this year. 


A useful experience: In the course of readjusting the rural production 
structure, economic means should be combined with administrative means so 

as to arouse peasants’ enthusiasm for growing grain crops. This does not mean 
that we will backtrack to the old road of exclusively conducting grain produc- 
tion; instead, this will ensure the steady development of grain production 

in line with the plans. 


When talking with this reporter, Comrade Lin Ruo particularly stressed this 
viewpoint: Grain is the basis of the foundation for the national economy, 

and is the primary need in the people's livelihood. Guangdong is a grain- 
deficient province. Therefore, when readjusting the rural production 
structure, we must firmly guarantee grain production and make this a long-term 
strategic principle. 


Comrade Lin Ruo clearly realized that after agricultural production was further 
decontrolled, the production of cash crops would certainly develop substantially 
because this is an inevitable tendency determined by the regularity of the 
commodity economy and Guangdong's special geographical conditions. In these 
circumstances, it is more necessary to pay attention to grain production. On 
the one hand, as the reforms of the price policies and the price system have 
just begun, it is not possible to quickly change the state in which planting 
cash crops can achieve higher income than planting grain crops. This objective 
factor may stimulate peasants into planting more cash crops and reducing grain 
production. On the other hand, due to the limited transport capacity, 
Guangdong Province can only purchase billions of jin of grain from other 
provinces each year. If grain production continues to decrease, grain supply 
in the province will become strained, and grain prices will rise. This will 
affect the people's livelihood and the development of animal husbandry. That 
is why people say that "one will have no fear if one has sufficient grain 
reserve." If one runs short of grain, how can one not feel fear? 


What should we do when we are faced with this situation? Comrade Lin Ruo 
pointed out: Ours is a planned commodity economy. It is unimaginable that the 
socialist economy can work without plans. Therefore, management must be 
strengthened after agricultural production is further decontrolled. It is 
necessary to "strictly exercise macroeconomic control, and decontrol and 
enliven microeconomic activities." It is necessary to employ various economic 
means, or economic levers, as well as necessary administrative means, to 
strengthen macroeconomic control. Otherwise, there may be a tendency to merely 
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seek immediate economic benefits to the neglect of grain production. Some 
peasants said: “contracts should be something that I will sign only when 

I agree."' This means that if they do not want to produce as much grain as 

the state plan requires, they may refuse to sign the contracts. To solve 

this problem, last year, we adopted a flexible method which was called 
"receiving grain or an equivalent amount of money." According to this 

method, peasants are persuaded through our political and ideological work 

to accept the contract terms on a voluntary basis. Then, they have the right 
to choose their production items. If they cannot fulfill their grain contracts 
because they shift too much resources to grow cash crops, they will have to 
pay an amount of money to buy grain from the markets to make up for the 
deficiency, and they can also pay this money direct to the state grain depart- 
ment as a compensation. Thus, peasants will have to consider carefully how 
much resources should be shifted to the production of cash crops and consider 
whether the shift of production is favorable and profitable. At present, this 
method can stabilize grain production and ensure the planned development of 
the rural economy. 


Lin Ruo told this reporter: In order to guarantee grain production in the 
whole province, the sowing area of grain crops will be stabilized at the current 
level in the next few years (at least at the next 2 years). At the same time, 
efforts will be made to raise unit yield so as to maintain the province's total 
grain output at a level above 38 billion jin. The deficiency of grain supply 
will be made up for by buying grain from other provinces. That is to say, 

a balance will be maintained between the production, supply, and demand of 
grain. Various measures will be adopted to protect peasants’ enthusiasm for 
growing grain crops. Recently, the provincial grain department is studying 

a scheme to reduce the grain production tasks in poor areas. In addition, 

as the grain price is not now attractive enough, the purchase target for 

major grain production areas can be appropriately reduced and low-price 
fertilizer can be supplied to the grain production contractors. In short, 
measures will be taken to coordinate grain production in different types of 
areas and to protect peasants’ enthusiasm for grain production. 


Guangdong's strategy for future development is to stabilize the overall situation, 
make minor readjustments, and concentrate on building an extensive and intensive 
rural production structure. 


When this reporter asked about the development strategy for readjusting the 
rural production structure in Guangdong, Comrade Lin Ruo said: We have worked 
out a general guideline; that is, to stabilize the overall situation, continue 
to make minor readjustments, and concentrate on building an extensive and 
intensive rural production structure. Most areas in the province have appro- 
priately readjusted their production structures, and only a small number 

of areas has not made adequate readjustments or has made excessive readjustments. 
The overall situation shows that the production structure has been readjusted 

to an appropriate degree. It is estimated that 70 percent of localities have 
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achieved a proper production structure. A small percentage of localities 
have made excessive changes, and they will be required to backtrack a little 
bit; the other small number of localities have not made adequate readjust- 
ments, and further minor readjustments will be made there. This is the 
content of the general strategy of "stabilizing the overall situation and 
making minor readjustments." 


Finally, Comrade Lin Ruo said: We should look at the rural production 
structural readjustment from a wider angle. This readjustment is not limited 
in the reduction in the area of paddy fields or in the proportion of grain crops 
to cash crops. The readjustment should also include the overall utilization of 
all land and resources as a whole and the regulation of the distribution of 
primary, secondary, and tertiary industries. Comrade Hu Yaobang said during 

his recent inspection of Guangdong: Fields, lands, mountains, and water should 
all be fully and properly utilized; all waste mountains, hillsides, and beaches 
should be opened for production purposes and can be used to develop forestry, 
fruit planting, animal husbandry, and aquaculture. Secondary and tertiary 
industries should also be developed in the countryside. In short, we should 

not limit our production readjustment to the issue of shifting part of the paddy 
fields to grow cash crops; instead, we should pay attention to widening our 
production scope and intensifying our production. We have great potential 

to tap in this regard. In particular, the vast mountainous areas will be able 
to achieve remarkable results as they have rich untapped resources. 
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HENAN BANKS CONTROL FUNDS FOR CONSTRUCTION PROJECTS 
HK280928 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 26 May 86 


[Text] Construction banks at all levels throughout the province must 
strengthen the management of funds for large and medium-sized construction 
projects really guarantee the funds for key construction projects, and 
raise investment results. This demand was put forward by the work 
conference of the provincial construction banks on the management of funds 
for large and medium-sized construction projects that concluded in 
Pingdingshan on 25 May. 


Proceeding from realities, construction banks at all levels must strictly 
carry out the plans and management, control the scale of capital construc- 
tion, rationally provide funds, help the construction projects do well in 
financial management, and strengthen supervision over spending funds on 
large and medium-sized projects. At the same time, they must make budgetary 
estimate of the funds, work out plans for the progress of the projects, 

and calculate and analyze economic results after the projects are put into 
operation so as to recover the loans on schedule. 


Construction banks must also help the construction units vigorously 
implement the system of contracted responsibilities for investment and 
help relevant departments implement the system of inviting tenders for the 
construction of projects by contract. They must actively participate in 
the feasibility study of the large and medium-sized projects and provide 
reliable basis for formulating the policy decisions on the projects. 
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ECONOMIC MANAGEMENT 


TALKS HELD ON JIANGSU SUPPORT OF GUANXI COUNTERPARTS 
HK121450 Nanning Guangxi Regicnal Service in Mandarin 1000 GMT 8 May 86 


{Excerpts} Thirteen days of talks on Jiangsu supporting Guangxi counterparts 
recently concluded in Guilin. During the talks, the Jiangsu representatives 
conducted investigations in and visited 13 prefectures and cities in Guangxi 
whose counterparts would be supported, and 167 items regarding supporting 
counterparts and cooperation this year and 99 proposed tasks were decided 
through consultation. This year the number of items decided through consul- 
tation is the largest ever. Furthermore, a new breakthrough in contents and 
forms has been made. The forms include joint operations, compensation trade, 
setting up exhibitions in each other's areas, and exchanging products. For 
the past 6 years and more, with both sides' efforts, Jiangsu and Guangxi have 
completed some 600 items of supporting counterparts. During the talks, 

both sides discussed the problems of how to continuously do well in supporting 
counterparts and how to develop lateral economic ties in the future. The main 
aspects are as follows: 


1. Trades and enterprises in the province and region should extensively 
support and cooperate with the counterparts in each other's area at many levels, 
through many channels, and in many forms. Particularly in the fields of light 
industry, textile industry, chemical industry, electronics industry, machine- 
building industry, metallurgical industry, and building materials industry, 

it is essential to carry out effective cooperation such as vigorously effecting 
the transfer of technology and providing technological services. It is 
imperative to help Guangxi's existing enterprises enhance their technological 
and management levels. 


2. In the aspect of training and resources, with Jiangxu continuing to train 
education, public health, professional, and technical personnel for Guangxi, 
it must also send management and technical personnel and skillful craftsmen, 
including some retirees, to Guangxi to give specific guidance and assistance. 
Guangxi will send some cadres at various posts to Jiangsu to study with their 
counterparts for a specified period of time. 


3. Guangxi abounds in natural resources, including mineral products, hydro- 
electricity, and subtropical crops, while the processing industry in Jiangsu 
is more developed. There are brilliant prospects for developing lateral 
economic ties. 
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4. Both sides will make full use of each other's ports to jointly develop 
shipping. 


5. Regarding the profits made from the items in which Jiangsu supports 
Guangxi, such as contracts for providing technological services or helping 
enterprises enhance technical and management levels, both sides will share 
the profits or Guangxi will pay a lump sum in charges for providing 
technological services or for transferring technology. All economic trades 
set up in Guangxi solely with Jiangsu capital or set up in Guangxi jointly 
by Jiangsu and Guangxi can enjoy preferential treatment whereby the income 
tax can be reduced by a half for 5 years as well as the preferential treat- 
ment for a minority-nationality region. The problem of investment in fixed 
assets will be solved by Guangxi. 


/8309 
CSO: 4006/1031 


31 








. pe «O78 
JPRS-CEA*E p40 
23 June 1959 


ECONOMIC MANAGEMENT 


WUXI CITY OFFICIAL HAILS RURAL-URBAN COOPERATION 
0W301807 Beijing XINHUA in English 1539 GMT 30 May 86 


{Text] Wuxi, May 30 (XINHUA)--Rural-urban cooperation can dramatically im- 
preve a city's economic performance, a ranking official of Wuxi, a thriving 
city in Jiangsu Province in eastern China, said today. 


Chang Gensheng, vice-chairman of the city's economic commission, told 
participants in a symposium here on Asian-Pacific development a third of 
Wuxi's 9,000 rural industrial enterprises had formed cooperative links with 
larger urban factories or research or higher education units. 


"This has spurred rural development," he said. "It's the best of both 
worlds: rural enterprises gain from their connection to the scale and 
advanced research of the city, urban enterprises find factories for small 
parts assembly tasks, and the commodity economy of the city is enhanced." 


The cooperation provies especially beneficial when the city's commercial and 
export-oriented enterprises become involved, said Chang. He estimated that 

95 percent of Wuxi's enterprises--all state or collectively owned--regulate 

production according to perceptions of market demand. 


For that reason, he said, “rural enterprises learned a lot" from their urban 
counterparts about marketing, “creating a smoother path between production 
and sales." 


The total output value of Wuxi's rural industries in 1985 totaled 8.6 billion 
yuan, and has been growing at an average annual rate of 34.8 percent over 

the last 7 years, according to city officials. They said rural production 
last year accounted for 48.8 percent of the city's total industrial output 
value. 
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JILIN CONFERENCE ON INDUSTRIAL PRODUCTION CONCLUDES 
SK101415 Changchun Jilin Provincial Service in Mandarin 0930 GMT 8 May 86 


[Excerpts] The fourth provincial conference on analyzing industrial production 
and economic results, sponsored by the provincial government, concluded in 
Changchun today. The conference affirmed the initial achievements scored in 
the previous stage in launching the activities of analyzing the economic 
results, pointed out the existing problems, and put forward specific require- 
ments for further launching the activities of analyzing the economic 

results and for promoting a steady and coordinated development of industrial 
production through carrying out the activities. 


Reporting on the situation of launching the activities of analyzing economic 
results at the conference were leaders of all cities, prefectures, and 
autonomous prefectures, and responsible comrades of the planning and economic 
commissions and provincial-level departments concerned. Cao Dezhan, governor 
of the provincial government, made a speech at the conference. 


The conference held: The current situation of our province's industrial 
production is generally good. The province's industrial production in the 

first 4 months of this year showed an increase of 8.3 percent over the 
corresponding period last year. However, we still have many difficulties and 
problems in industrial production. Simultaneously, the activities of analyzing 
the economic results are proceeding unevenly. Some localities, departments, and 
enterprises yielded very few economic results due to their failure to 
thoroughly launch the activities of analyzing economic results or to take 
effective measures for promoting industrial productior. 


After summing up the experiences gained by various localities and viewing the 
current actual conditions, the conference called for efforts to grasp the 
following four tasks in order to further deeply launch the activities of 
analyzing economic results: 


First, we should continue to deeply launch the activities of analyzing the 
economic results in order to achieve better economic results and to promote 
a steady and coordinated development of industrial production. 
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Second, we should pay special attention to analyzing the market situation and 
the quality of products, and concentrate efforts on grasping sales, raw 
materials, and marketable products. 


Third, we should link the analysis of economic results with the improvement 
of enterprise management in order to achieve better economic results through 
enhancing enterprise management. 


Fourth, we should combine the analysis of economic results with the stress on 
ideological and political work and the improvement of the economic responsibility 
system in order to ensure the fulfillment of all tasks for the first half of 
1986. 


The conference also set forth reformative measures for comprehensively fulfilling 
this year's economic targets, and encouraged cadres, workers, and staff members 
of the enterprises to make further efforts to upgrade the quality of products, 
reduce consumption and production costs, expand sales, handle the overstocked 
products, make the most of funds, upgrade work efficiency, save expenses, 
increase the production of marketable products, and turn deficits into profits. 


The conference pointed out: We shiuld strive to ensure a 10-percent increase 
in this year's industrial production, but must not change the goal of fulfilling 
more than half of the annual targets for output profits, and taxes by mid-year. 
We must firmly grasp industrial production in the crucial period of May and 
June. We should enhance our leadership over and give careful instructions 

to the industrial production, immediately mobilize forces to take resolute 
measures and policy decisions for firmly grasping the industrial production, 

and concentrate potential on the industrial production in order to achieve real 
results in it. 


/&309 
cso: 4006/1031 


34 


WR, 





93 June 1986 





ECONOMIC MANAGEMENT 


LIAONING HOLDS CONFERENCE ON URBAN REFORM 
SKO20338 Shenyang Liaoning Provincial Service in Mandarin 2100 GMT 1 Jun 86 


[Excerpts] The provincial conference on urban economic reform called for 

a correct analysis of the current situation in economic structural reform 
and steadfast efforts to deepen the reform. The key area of our province's 
urban economic reform this year is to develop lateral economic cooperation. 
This conference was held from 27 to 31 May. Comrade Zhu Jiazhen presided 
over the conference. Comrade Tan Liren relayed the guidelines of the 
national urban economic reform conference. Comrade Cheng Jinxiang relayed 
the guidelines of the national forum on institutional reform of selected 
medium-sized cities. The participants heard speeches by specialists and 
scholars on lateral economic cooperation. They also heard about the 
introduction of the experiences in trial overall reform of Shenyang, Dalian 
and Dandong, and the experiences of some enterprises in carrying out reform 
and lateral economic cooperation. 


Attending the conference were leading comrades of the provincial CPC 
Committee, people's congress, and government, including Quan Shuren, 

Bai Lichen, Zhu Jiazhen, Wang Guangzhong, and Tan Liren. Also attending 
were responsible comrades of various provincial committees, offices, 
departments and bureaus; various city governments, economic structural 
reform offices, economic commissions, and economic and technological 
cooperation offices; and some large and medium-sized enterprises. 


Bai Lichen, standing committee member of the provincial CPC Committee 
and vice governor of the province, spoke at the conclusion of the 
conference to summarize the conference. 


After affirming our province's achievements in economic structural reforn, 
Comrade Bai Lichen pointed out: In carrying out this year's tasks for 
reform, we should do a better job in overall urban reform, persistently 
place the focus on invigorating enterprises, particularly large and mediun- 
sized ones, make a success of planning, guidance, coordination, service 

and supervision, actively establish a system of indirect administration, 
reduce intermediate links, improve macroeconomic control, open up and improve 
various markets, in particular markets of the means of production, money, 

and technology, further enhance the radiation capability of cities, and 

give play to their multiple functions. 
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Comrade Bai Lichen stressed: Supportive projects are necessary for us to 
ensure the healthy development of lateral economic cooperation. The 
present major obstacle to lateral economic cooperation is the old system 
under which no distinction was made between different departments and 
regions. Therefore, we should resolutely separate government functions 
from business management and delegate power to enterprises. We should be 
determined to readjust and consolidate administrative companies. Depart- 
ments in charge of economic management should change their administration 
Over enterprises into administration over trades. They should clearly 
understand that the cooperation in economic management should be focused 
on the cities, in particular the central cities, rather than regions or 
departments. We should adopt policies to encourage and support lateral 
economic cooperation. Based on the guidelines of the 30 regulations on 
further promoting lateral economic cooperation issued by the State Council, 
the provincial government has formulated supplementary regulations. All 
cities and departments should [words indistinct], and protect the legal 
rights and interests of economic cooperation organizations, and various 
quarters concerned. 


Wang Guangzhong, vice chairman of the provincial People's Congress 
Standing Committee, also spoke at the conference. 
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NEI MONGGOL OFFICIAL VIEWS DEVELOPING EXTERNAL COOPERATION 
SK1/70217 Hohhot Nei Monggol Regional Service in Mandarin 2200 GMT 15 May 86 


[Text] At the regional meeting of directors of external economic and tech- 
nological cooperation offices which concluded on 8 May, Liu Zuohui, vice 
chairman of the regional government, pointed out: In order to achieve the 
work of conducting external economic and technological cooperation, all 
leagues, cities, banners, and counties should bring their initiative into 

full play. In line with the principle of taking advantage of favorable 
conditions and avoiding weakness, maintaining mutual benefits, and adopting 
various forms to seek common progress, we should focus on grasping the coopera- 
tion between the enterprises throughout the region while never abandoning the 
principle of conducting cooperation with the places outside the region. 


Comrade Liu Zuohui said: Our region has made an earlier start in conducting 
the economic and technological cooperation with outside places. Last year, 
the region imported 205 million yuan of funds, showing an increase of 67 per- 
cent over that of 1984 and accounting for more than 46 percent of the total 
imported funds during the Sixth 5-Year Plan period. A total of 814 fairly 
large economic and technological cooperation projects were carried out last 
year, a 13-fold increase over 1984. More than 8,000 were brought in from 
other places. This has helped accelerate the pace of the enterprises' 
technological transformation progress, improve the management level of the 
enterprises, and speed up the pace of upgrading and updating the products. 
Last year, the region developed more than 500 new products, some of which 
had ready markets among foreign countries. 


Comrade Liu Zuohui pointed out: Practice has shown that small economic and 
technological cooperation projects can produce faster results than larger 
cooperation projects. All leagues, cities, banners, and counties should 
initiatively go into action to pay more attention to developing small projects. 
We will accomplish nothing if we only pay attention to large projects and 
westernization. We should seek truth from reality to develop cooperation in 
accordance with our region's economic strength. The five leagues and cities 

in the western part of the region and the four leagues and cities in the 
eastern part of the region should develop their cooperation with the 

Northeast Economic Zone in terms of technological cooperation and import of 
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talented persons in order to help the enterprises accelerate the pace of 
technological transformation progress. We should strive to bring in some 
projects which need short construction time and can score rapid results, 

and some projects which can create great production and high results with 
less investment. Of course, we have to impose restrictions on some trades. 
For instance, the leagues, cities, banners, and counties are not allowed 

to develop the wool spinning industry at the same time. If they do it at the 
same time, the situation in which small enterprises occupy the fixed assets 
of large ones will emerge, and our region's advantages in developing wool 
spinning industry will soon disappear. 
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BU HE SPEAKS AT NEI MONGGOL FORUM ON ECONOMIC LEGAL SYSTEM 
SK020326 Hohhot Nei Monggol Regional Service in Mandarin 2200 GMT 1 Jun 86 


[Text] On the morning of 31 May, Bu He, chairman of the regional government, 
pointed out at the regional forum on building the economic legal system 

that strengthening such a system and managing the economy with legal means 
are necessary for reforming the economic structure. He called on leaders 

at all levels to enhance their understanding, to learn how to manage the 
economy with legal means, and to fully display the government organs' 
functional role of using legal means to manage the economy. 


Comrade Bu He said: Since the 3d Plenary Session of the llth CPC Central 
Committee, we have established more and more lateral economic ties along 
with the development of the national economy, the deepening of the economic 
structural reform, and the strengthening of the vitality of enterprises. 
Relations in the economic sectors have become more complicated and the 
market demands have changed remarkably. To cope with such a new situation, 
we must adopt economic and legal means and some necessary administrative 
means to control and regulate the economy and to keep it functioning, 

and infiltrate standard, coercive and stable laws into the administrative 
and economic means. We should legalize the administrative and economic 
means and turn them into the necessary fundamental criteria for the people 
to follow in order to bring economic management into the framework of law, 
to guarantee good control over the macroeconomy, to allow flexibility in 
the microeconomy, and to carry out reform in an orderly manner, 


Comrade Bu He said: The Constitution and the law on regional national 
autonomy have given decisionmaking powers to the minority areas in 

managing their local economic construction and greater powers to the 
self-government organs in managing their own affairs. Therefore, we should 
proceed from the reality of our region's national, natural, and economic 
characteristics while formulating a series of economic laws and regulations 
with distinctive local features, make the state's legal principles our 
definite goals, and turn them into systems so that they will become our 
important means for exercising our rights for autonomy and for managing 

the economy in line with the law. This is of vital importance and is 
necessary for implementing the general principles of our economic work in 
the new period, promoting the deep development of the region's economic 
structural reform, and accelerating the region's socialist four moderni- 


zations drive. 
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Comrade Bu He stressed: We should comprehensively and correctly implement 
the rights given by the Coustitution and the law on the regional national 
autonomy. While formulating local economic laws and regulations, we should 
strictly follow and observe the following principles: First, we should 
uphold the state's centralized unified leadership and safeguard the unity 
of the state. Second, we should adhere to the principle of democracy and 
equality. Third, we should adhere to the principle of common prosperity. 
Fourth, we should adhere to the principles of proceeding from reality and 
managing things in line with objective laws. Fifth, we should adhere to 
the principle of giving simultaneous consideration to the interests of 

the state and the local authorities in order to benefit the construction 
of the state and of the autonomous region. 
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XIAN FORUM VIEWS PROBLEMS IN STRUCTURAL REFORMS 
HK300125 Xian Shaanxi Provincial Service in Mandarin 2330 GMT 29 May 86 


[Excerpts] Leading comrades of the party and government in Xian City 
invited representatives of some advanced units in economic structural 
reform to a forum on 29 May to discuss the current experiences and problems 
in reform and the question of how to carry out reforms in greater depth. 
Leading comrades present included Dong Jichang, Yan Huanwu, (Shang Yingbin), 
(Feng Yuanshuo), (Ma Zhenhua), and (Shao Wuxian). 


While affirming the achievements in reform, the participating enterprise 
directors and managers raised a number of current problems and put forward 
Suggestions on how to improve the reforms. They all held: Good results 
have been achieved in reform. There is also resistance to reform. It 

is not easy to be a plant manager during a period of reform. Plant 
managers have great responsibilities but little power. Prices of raw 
materials have risen and there is a dire shortage of [word indistinct] 

is hard to hold one's own with charges and fines being imposed from various 
quarters. 


They demanded that the upper-level leading departments issue explicit 
regulations clearly distinguishing between reform and unhealthy trends. 


Dong Jichang, deputy secretary of the provincial CPC committee and 
secretary of the city CPC committee, spoke at the conclusion of the 
meeting. He specifically pointed out: The present excellent situation 
was gained through reform. All those enterprises that have achieved 
success in reform have leaders with emancipated minds who dare to innovate, 
stress the major affairs of state, and are not afraid of rumors, slanders, 
or attacks. Their leading groups are able to unite as one and work in 
concert. Such leading groups are extremely valuable. We hope they will 
continue in this fashion and strive to be vanguards in reform. I hope 

the departments concerned will understand and support the reformers. 
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XINJIANG MEETING DISCUSSES INDUSTRIAL PROBLEMS 
HK100425 Urumqi Xinjiang Regional Service in Mandarin 1200 GMT 9 May 86 


[Excerpts] A telephone conference on directing industry and communications, 
convened by the regional peopie's government yesterday afternoon, pointed out 
that although a good momentum of sustained development was recorded in 
production from January to April, the plan for the rate of progress was not 
fulfilled. All areas and departments must tangibly improve their work style, 
help the enterprises to solve specific problems, and mobilize the workers 

to strive to fulfill and overfulfill the production plans. 


The region's industrial output value up to the end of April was 2.255 billion 
yuan, an increase of 9.68 percent over the same period last year. Output of 
51 products showed increases. However, the output value during the period 
only amounted to 27.5 percent of the year's plan, thus failing to meet the 
demand for rate of progress. The increase in light industry output was below 
that of heavy industry. In particular, output value of the food industry 
declined by 12.93 percent compared with the same period last year. 


Tuohuti Shabier, vice chairman of the regional government, pointed out at the 
meeting that not only has the region failed to fulfill the plan for rate of 
progress in industry and communications production this year; in addition, 
quality of some products has deteriorated, input has risen, and safety work 

and economic results have not been good enough. All areas and departments, 

and especially the leaders at all levels who are in charge of economic work, 
must pay serious attention to these problems. It is essential to fulfill the 
mandatory plans for May and June and ensure that 48 to 50 percent of the year's 
plan is fulfilled by the end of June. The leaders must be held accountable 

in places and departments that cannot fulfill their plans. 


The region must vigorously increase output of best-selling products in accordance 
with market needs. Planning restrictions can be ignored on products for which 
there are sales outlets, guaranteed raw material supplies, and production 
capacity. 


Tuohuti Shabier emphasized that the region must give prominence to improving pro- 
duct quality and lowering material input. A deadline must be set during May and 
June for restoring the quality of high-quality products that deteriorated during 
the first quarter. Substandard products must be improved, or the factories con- 
cerned should halt production for consolidation. We must apply tough reward and 
penalty measures to do everything possible to improve product quality, lower 
material input, and achieve all-round betterment of economic results in the 
enterprises. 
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ECONOMIC MANAGEMENT 


XINJIANG LEADER ON SUPPORTING POOR AREAS, PROMOTING REFORM 
HK300205 Urumqi Xinjiang Regional Service in Mandarin 1200 GMT 29 May 86 


[Excerpts] Tomur Dawamat said in his report to the fifth session of the 
sixth regional people's congress that the work of supporting poor areas 
is an important task during the seventh 5-year plan. We must have a 
strong sense of responsibility and urgency regarding this work. We must 
basically complete the task of extricating people from poverty during 
the period of the plan. 


He said: The regional authorities recently decided to allocate an extra 
investment of 100 million to Khotan, Kashi, and Kizilsu prefectures during 
the seventh 5-year plan, to be used in infrastructural construction such 

as water conservancy, electric power, and roads. Revolving funds totalling 
10 million yuan are to be set up to support poor areas. Part of these 
funds are to be regarded as a bank loan [word indistinct] and used to 
support poor herdsmen with an average net income below 150 yuan and poor 
peasant households with a net income below 120 yuan, to help them develop 


production. 


Various units in the region should provide counterpart support to the three 
prefectures. All sectors and trades should provide a certain amount of 
support in policy, capital, material, technology, and talent. Apart from 
the support provided by the region and various areas, it is even more 
important to mobilize the enthusiasm of the local cadres and masses to rely 
on their own efforts and take effective steps to transform the production 
conditions, take full advantage of local strongpoints, strive to develop 
production, and transform their poor appearance. 


Tomur Dawamat said in his report: To do a good job in economic structural 
reform during the seventh 5-year plan, we must seriously implement this 
year the principle of consolidation, digestion, replenishment, and 
improvement, consolidate and develop the fruits of reform, and prepare 

for still greater strides in reform next year and the year after. 


At present the government at all levels must get a thoroughly good grasp 
of the following tasks: 
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1. We must persevere in putting reform in the first place. The principal 
ieaders must tackle this personally. On the basis of investigation, 
study, and full preparations, the region will convene a conference on 
urban structural reform work to sum up the experiences in reform and study 
how to press ahead with reforms, actively and steadily. 


In order to strengthen leadership over reform, the autonomous region, 

all prefectures and cities, and government departments with many subordinate 
enterprises should have strong and effective organs to tackle structural 
reform work. 


2. We must seriously check on the performance of all departments and 
units in implementing the State Council and regional policies and 
regulatiors on reform. 


3. We must continue to do a good job in running the Urumqi City pilot 
project in comprehensive economic structural reform, and ensure that 
Urumqi truly plays its attraction and radiation role as a key city. 


4. We must continue to attach importance to rural reforms and further 
perfect the socialist production and exchange modes, so as to mobilize the 
inherent vitality in rural social economy. 


/9604 
CSO: 4006/1067 
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ECONOMIC MANAGEMENT 


BRIEFS 


AGREEMENTS WITH SICHUAN SOUTHWEST PROVINCES--At the recent third session 

of the economic coordination conference of Sichuan, Yunnan, Guizhou, 
Guangxi, and Chongqing, Sichuan Province had a full exchange of views 

with the other parties on further strengthening lateral economic ties 

and cooperation, and signed 85 cooperation agreements with them. An 
agreement was signed with Guangxi on jointly raising capital for constructing 
the Sichuan natural gas chemical plant, to produce 300,000 tons of synthetic 
ammonia and 520,000 tons of urea a year. The Sichuan Provincial Chemical 
Industry Department will invest 400,000 yuan in helping to construct 

a tin oxide production line in Gejiu City, Yunnan. The agreements signed 
include those for ties between industrial enterprises, and for joint 
operations and sales by commercial departments. Some agreements also 
involve joint export efforts. Some new materials supply agreements were 
also signed. [Excerpts] [Chengdu Sichuan Provincial Service in Mandarin 
0930 GMT 28 May 86] /9604 


FORUM ON DEVELOPING SOUTHERN GANSU ECONOMY--A provincial CPC Committee 

and government forum on speeding up economic development in southern Gansu, 
which concluded on 30 May, proposed that the fundamental tasks in economic 
construction there are, guided by Comrade Hu Yaobang's instructions 
delivered during his visit to the area, to display the spirit of arduous 
Struggle and hard work, vigorously develop commodity economy, and lead the 
masses to eradicate poverty and get rich as soon as possible. During the 
forum, responsible comrades of provincial departments and of the prefectures 
and counties in the area seriously discussed five draft plans, and unanimously 
held that the principles and policies devised by the provincial CPC 
Committee and government for developing southern Gansu's economy are in 
accord with local reality and show fine prospects for the people there 

to eradicate poverty and get rich as soon as possible. Provincial CPC 
Committee Secretary Li Ziqi, Governor Jia Zhijie, Provincial Advisory 
Commission Vice Chairman Ge Shiying, and Vice Governor Lu Ming attended 

the forum and spoke. [Excerpts] [Lanzhou Gansu Provincial Service 

in Mandarin 2200 GMT 30 May 86] /9604 


WEST SICHUAN ECONOMIC MEETING--A discussion meeting of the western region 
of Sichuan on the economic and social development strategy opened in 
Chengdu today. The participants are mainly studying and discussing the 
role and functions of the economy of the western region of Sichuan in the 
whole province, the favorable conditions for future development, and 
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restrained factors. The meeting is also studying and discussing the leading 
industries and the problems of cooperation in specialization in the 
western region of Sichuan as well as the problems of how to give play to 
the role of the key cities of the western region of Sichuan and the 
problems of economic cooperation of the urban and rural areas. The 
conferees hope to achieve the aim of exchanging information, whipping up 
public opinion, putting forward suggestions, and promoting work, the 
development of the economy, and study of the strategy of this region. 

Some 150 people of eight cities, prefectures, and autonomous prefectures 

of the western region of Sichuan and relevant departments at the provincial 
level are attending the discussion meeting. Governor Jiang Minkuan and 
Chengdu City CPC Committee Secretary Wu Xihai attended the meeting and 
spoke. [Text] [Chengdu Sichuan Provincial Service in Mandarin 0930 GMI 

27 May 86] /9604 


INDUSTRIAL PRODUCTION URGED--Industrial output of the region from January to 
April this year was 4.6 percent more than in the same period last year. 

Of the output, the total output of eight prefectures recorded an increase 

of 9.24 percent. However, industrial production in five cities was lower 
than the region's average rate cf increase. To quickly change this situation, 
Wang Rongzhen, vice chairman of the regional People's Government, put forward 
five demands: 1) It is necessary to seriously do well in grasping the imple- 
mentation of the policies. 2) It is essential to correctly understand the speed 
of Guangxi's industrial development. 3) It is imperative to really do a good 
job in grasping technological transformation. 4) We must lighten the burdens 
of enterprises. 5) While grasping production, we must attach importance to 
quality, strive to reduce consumption, and pay attention to safety in 
production. [Text] [Nanning Guangxi Regional Service in Mandarin 1000 GMT 

ll May 86] /8309 


JOINT DEVELOPMENT--I[n a recent visit to Fangchang Port in Guangxi, the station's 
reporters were told by (Zhang Jingze), director of Fangcheng Port administra- 
tion committee, that the port would adopt much more preferential treatment than 
other ports and warmly invited the province's companies, enterprises, and 
customers to jointly develop and use the port. (Zhang Jingze) said: Following 
the inauguration of the railway link to southern Guangxi, the shipping distance 
for coal exported from Liupanshui can be reduced by 455 kilometers when 

compared to the distance to Zhanjiang Port. Guizhou Province's raw materials 
and goods such as phosphate ore, [word indistinct] ore and heavy metals can 

also be exported through this port. He said: Any Guizhou enterprise that is 
formed at the port may, before the contract concerned expires, have a 65-percent 
reduction of income tax. Enterprises that engage in 10-year and more operation 
may be exempted from taxes for the first 3 profit-making years. Also, their 
income tax will be cut by 50 percent between the fourth and sixth profit-making 
year. He also said: The port administration committee will [be] making 
appropriate arrangements for the difference between the foreign exchange amount 
required and the payment by Guizhou's enterprises established at the port when 
importing equipment, raw materials, and accessories. [Text] [Guiyang Guizhou 
Provincial Service in Mandarin 2200 GMT 8 May 86] /8309 
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REGIONAL ECONOMIC INTEGRATION--Shenyang, 6 May (XINHUA)--Shenyang, Changchun, 
Harbin, and Dalian Cities and Nei Monggol'’s Chifeng City, and Xingan, 

Hulun Buir, and Jirem leagues have decided to hold joint meetings of mayors 

and league heads to organize themselves into a loose regional organization 

for lateral economic integration. Recently, the first such meeting was held in 
Shenyang where the participating cities and leagues signed a protocol on the 
methods and objectives of mutual coordination. They agreed to work together 

to develop one another's resources, produce brand-name and quality products, 
expand the processing of farm and sideline products, and promote foreign trade, 
tourism, transportation, as well as exchanges of personnel and technical 
information. [Summary] [Beijing XINHUA Domestic Service in Chinese 0130 GMT 

6 May 86 OW] /8309 


INVIGORATING ENTERPRISES--The provincial people's government has decided that 
beginning in mid-May, an all-round large-scale inspection should be carried out 
throughout the province with a view to invigorating enterprises. The provincial 
government has demanded: During the large-scale inspection, it is necessary 

to implement the relevant policies and regulations on invigorating enterprises 
which have been issued by the State Council and the provincial government over 
the past few years. It is essential to help enterprises resolve their practical 
problems. Where we have not implemented what the documents of the central and 
provincial authorities expressly provide, we must resolve the problems on the 
spot during the large-scale inspection. Where obstruction occurs in a unit 

at a level, the unit at that level must be responsible for resolving the 
problem. If a problem involves a department, that department must be responsible 
for resolving it. We must not shift our responsibility for resolving problems 
to our upper levels. Moreover, we must prevent formalism and doing things 
perfunctorily and superficially. This large-scale inspection must conclude 

in the beginning of June at the latest. [Text] [Guangzhou Guangdong Provincial 
Service in Mandarin 0900 GMT 8 May 86] /8309 


ANHUI SMALL COMMODITIES’ TRADE--The Anhui Provincial CPC Committee and the 
provincial people's government recently adopted five measures regarding the 
production and of small commodities. They are: 1) Conscientious efforts 
should be mad lve the problem of raw and semifinished materials. Planning 
and materials u.parctments at various levels should make special arrangements for 
the supply of rolled steel, nonferrous metals, and other raw and semifinished 
materials for the production of small commodities. 2) Commercial, supply, and 
marketing departments should step up their efforts to deal in small commodities. 
3) Restrictions on small-commodity prices should be really lifted. 4) Considera- 
tion should be shown to small-commodity producers and dealers in credit and 
taxation. 5) Economic benefits for those producing or dealing in small 
commodities should be rationally regulated. [Excerpts] [Hefei Anhui Provincial 
Service in Mandarin 1000 GMT 11 May 86] /8309 
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FACTORY PRODUCTIVITY INCREASED--Shanghai, May 5 (XINHUA)--Joining academic 
theory to production line practice, 59 colleges and universities here have 
been helping factories throughout China increase productivity. The combined 
efforts generated an additional 500 million yuan last year alone, the 

Shanghai higher education technical service center said today. Altogether 
1,400 Chinese enterprises have been involved in 167 academic projects com- 
bining teaching, research and production improvements, the center said, in- 
cluding advanced training of 672,700 workers. One project, involving Jiaotong 
University and seven electrical transformer plants here and elsewhere in China, 
developed high-voltage testing equipment that eliminated the need for expen- 
Sive imports. Another saved an organic chemical plant on the outskirts of 
Shanghai. The plant was about to close down for lack of sales, but with re- 
search ideas from the East China Chemical Engineering Institute, it developed 
a new line of successful products. [Text] [Beijing XINHUA in English 0540 
GMT 5 May 86 OW) /8918 


CSO: 4020/336 
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FINANCE AND BANKING 


GUIDELINES PROVIDED FOR YEAR-END FINANCIAL ACCOUNTINGS 
Beijing CALZHENG [FINANCE] in Chinese No 12, 8 Dec 85 pp 10-12 


(Article: "Ministry of Finance Circular on Preparation of 1985 Year-End State 
Accounting" ] 


[Text] The task of preparing the 1985 year-end state accounting is about to 
begin. Right now all jurisdictions and departments are in process of 
conducting a major check of national tax revenues and finances while paying 
strict attention to increasing receipts and limiting expenditures of public 
funds. In order to improve the quality of the 1985 year-end state accounting 
and make the accounting genuinely reflect national financial and economic 
activity for the year as well as new achievements in restructuring of the 
economic system, a notice on basic requirements and relevant issues in 
preparing the year-end state accounting is provided as follows: 


1. Unified Conception and Efforts To Balance Receipts and Expenditures 


This year’s financial and economic situation has been very good. The State 
Council's call for the eradication of a 3 billion yuan deficit from this 
year's original budget is both a glorious and a daunting assignment. There are 
very many factors favoring achievement of this task; nevertheless, one must 
also realize that there have been quite a few financial facto.s during the 
fourth quarter of 1985 that will reduce income and increase expenditures. 
Accomplishment of this task will require that we make a very great effort. All 
jurisdictions and sectors will have to conduct a large scale check of their 
tax revenues and finances and will have to put in order their year-end 
accounting. They will have to devote serious attention to increasing income 
and decreasing expenditures before the beginning of the year, and they will 
particularly have to guard against the abnormal situation that occurred during 
the fourth quarter of 1984 in which a large bulge in expenditures occurred, 
actively balancing the budget for the current year. 


In the income area, they must conscientiously straighten out instances of tax 
cheating, tax evasion and defaults in tax payments, all monies due being paid 
in full into the treasury and included in the 1985 accounting of receipts. 
Units and individuals that have cheated on their taxes, evaded taxes or 
defaulted on payment of their taxes are to pay sums due to the treasury at 
once in strict conformity with provisions of tax laws. Instances in which 
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authority has been exceeded to permit reductions or exemptions from tax 
payments must be resolutely corrected, all taxes that should have been paid 
being paid retroactively. The two gaps of revenue refunds from the treasury 
and business repayments of loans must be strictly plugged. Demands for refunds 
from the treasury must be handled strictly in accordance with provisions of 
national regulations. Diligence is to be exercised in the investigation of 
cases involving fraud, refunds made on the basis of false estimates, and 
losses stemming from false reporting, and every effort made to recover such 
funds. Businesses must act strictly in accordance with regulations, repaying 
loans from added profits once projects for which loans have been used go into 
production. Making an issue of repayment of loans and resorting to all sorts 
of tactics to hold on to earnings that should be paid into public funds 
positively cannot be permitted. Banks must collect loan funds from those 
responsible for making repayment, and they may not contravene regulations to 
act forcibly to attach loan funds or waive payment of profits due from 
enterprises. They should link major checks of finances to diligent auditing of 
all income received from fines and confiscations as well as the "petty cash" 
held by all units. They must resolutely correct all situations in which there 
is embezzlement of revenues due the national treasury in violation of 
financial and economic discipline such as willful retention of tax monies aad 
profits due and the off-the-books keeping of accounts. 


Simultaneous with firm grip on work pertaining to financial revenues during 
1985 should be particularly stringent control and restriction of disbursements 
as the key to balancing national financial income and expenditures during 
1985. All jurisdictions and sectors should act in the spirit of the 
instructions from the State Council and requirements of the August 1985 
conference on national financial work to effect strict control over 
disbursements for capital construction, bending every effort to reduce the 
administrative expenses and purchasing power of social groups, striving to 
economize wherever economies are possible. Treating appropriations as 
payments, use of claims in place of reports, and making false reports and 
Claims as well as other expenditures that contravene the fiscal and financial 
System must be resolutely corrected and not made a part of final settlement 
payments for 1985. 


Financial units at all levels are to act under leadership of local governments 
in accordance with control criteria for 1985 financial payments handed down in 
August 1985 by the national financial work conference to exercise strict 
control and achieve a balance through their own efforts. 


Abolition of the 3 billion yuan deficit in the 1985 national budget and 
striving to realize a balance between receipts and expenditures is a major 
task on the frontline of finance during 1985. It is also a basic requirement 
in the preparation of the state accounting for 1985. Efforts should be made to 
increase revenues somewhat while controlling expenditures more stringently. 
Simultaneous with taking firm grip on the task of increasing revenues and 
controlling expenditures before the arrival of the new year, all jurisdictions 
and all sectors should conscientiously prepare their final accountings for 
1985 to make a contribution to a balanced budget for the year. 











2. Diligent Preparation of the Financial Accountings of Ail Departments and 
All Units 


Unit financial accountings are the foundation for national financial 
accounting. There must be a diligent level by level preparation of accountings 
beginning with grassroots units in order to insure quality of this year's 
national financial accountings. 


In examining the financial accountings of enterprises, the focus should be on 
checking costs and the kinds of things for which expenditures have been made, 
all problems concerned with juggling costs and payments that are not in accord 
with regulations being corrected. The status of enterprises' ioan repayments 
should be checked and all issues involving loan repayments not consistent with 
regulations corrected. The status of profit retention by enterprises should be 
prepared and all matters involving arbitrary liberalization of policies and 
the allowing of profits through reduction of tax payments are to be corrected. 
The process whereby failing enterprises were able to turn losses into profits 
should be looked into, and all problems involving violations of regulations 
and wilfully obtaining refunds from the treasury to make up for losses should 
be corrected. Public funds are not to be used to bail out either enterprises 
that have not been able to turn around their losses during the plan period or 
those that have newly incurred losses as a result of inept administration and 
management. The financial accountings of foreign trade enterprises, grain 
enterprises and commercial enterprises should be scrutinized particularly 
carefully, and both enterprises losses and premium prices paid for excess 
procurement of grain should be diligently verified. Subsidies paid for losses 
based on fraudulent reporting and claims must be recovered in toto. All money 
obtained as a result of changing "parity prices to negotiated prices" and 
"negotiated prices to excess procurement prices," thereby obtaining illegally 
premium prices for excess procurement of grain are to be paid in toto into the 
treasury. 


Separation of national budget funds from funds owned by banks is to be 
conscientiously prepared in connection with financial accountings for capital 
construction. That portion of capital construction payments that exceeds the 
state authorized "change from appropriations to loans" may not be included in 
the accounting for 1985. Determination should be made as to whether a clear 
distinction has been made between funds for capital construction obtained 
through a "change from appropriations to loans" and disbursements of banks’ 
own funds for capital construction. Disbursements of banks’ own funds in loans 
for capital construction should not be included in the national budget as 
capital construction payments in the nature of a "change from appropriations 
to loans," much less should appropriations be treated as payments or claims be 
used in place of reports. 


In the checking of financial accountings of administrative units, emphasis 
should be placed on how well administrative expenses have been decreased with 
particular emphasis going to the checking of curtailment of payments for 
purchases of equipment, for repairs, for conferences and for personnel in 
excess of authorized strength. Standards for payment of expenses should be 
rigorously enforced. In accordance with State Statistical Bureau, the former 
State Construction Commission, and Ministry of Finance Notice No 234 (1978) as 
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well as the provisions of State Statistical Bureau (84) supplementary notice 
Caiwenzi No 106, all expenses having to do with capital construction are to be 
eliminated from administrative expenses and placed in the category of payments 
for capital construction. A diligent preparation should be made and an 
explanation provided in cases where control standards handed down for 1985 
have been exceeded. Emphasis should be given to preparation of how well 
consumption funds are controlled in financial accountings of entreprenev-zial 
units; "petty cash funds" should be conscientiously audited, and wholesale 
awards of bonuses, subsidies and material goods on various pretexts should be 
corrected resolutely. 


3. Strict Enforcement of Financial and Economic Discipline and Conscientious 
Handling of Problems in the Course of Preparation of Final Accounts 


All jurisdictions and units should handle problems that arise in the course of 
examining final accounts in the spirit of Ministry of Finance "Notice On 
Preparation of Reports on Major Inspections of Tax Revenues and Financial 
Affairs," which was approved and forwarded as State Council (1985) Document No 
101, plus Ministry of Finance (85) Document Caigongzi No 314 titled, "Various 
Regulations on Handling of Problems Pertaining to Finances in the Course of 
Major Inspections of Financial Matters." They should also conduct inspections 
and dispose of matters in accordance with relevant financial and accounting 
regulations, and they positively cannot allow matters to remain unsettled. 
They must genuinely insure that laws exist to be followed, that laws will be 
Strictly enforced and violations of laws will be punished. In serious cases 
of premeditated tax evasion and violation of financial and economic 
discipline, not only are all illegal gains to be confiscated in entirety, but 
those directly responsible are also to be punished administratively in 
accordance with Party discipline and government discipline. Those who violate 
criminal laws are to be held responsible for their crimes according to law. 


4, Strengthening of Organizational Leadership For the Preparation of Final 
Accountings 


The year-end state accounting is the culmination in implementation of the 
national budget. It is the financial focus of national economic activity for 
the whole year. Financial and fiscal departments at all levels should treat as 
an important matter the preparation of the 1985 year-end accounting. In the 
task of examining the 1985 year-end accounting, firm grip should be taken on 
the three links of year-end auditing, preparations for the new year and 
preparation and collation of the past year. This requires auditing of budgeted 
expenditures, a final settlement of current sums, an inventorying of assets 
and property, verification of figures and diligent reconciliation of accounts. 
This requires both efforts to increase income and limit expenditures and 
guarding against "spending what one does not yet have." However, problems that 
should be handled in the current year will also have to be handled to insure 
the truthfulness and reliability of all final accounting figures. This will 
entail self-preparation, mutual preparation and preparation by higher 
authority of key areas in individual units. It will require diligent 
summarization of restructuring of the financial, fiscal and tax collection 
systems during the year and new developments, new experiences and new problems 
in budget and fiscal management, using preparation of year-end accounts as a 








means for raising the level of management of budgetary and fiscal work, for 
exploring, improving and giving impetus to new ways of restructuring the 
financial, fiscal and tax collection systems. It will require reporting within 
the time limits set by higher authority of all fiscal accountings and 
financial accountings in order to insure that the year-end state financial 
accounting is prepared and collated promptly. 


Little time is available for preparation of final accountings for 1985 and the 
task is an arduous one. Financial departments and units in charge at all 
levels should exchange information on the whole process of preparing final 
accountings, control the pace, go down among the grassroots and provide 
supervision and assistance. Units and individuals who do a good job of year- 
end accounts preparation should be accorded recognition and rewards. Units and 
individuals rendering a poor performance should be criticized and 
indoctrinated. Higher authorities have the authority to suspend disbursements 
of budgeted funds to those who are seriously derelict in the reporting of 
final accounts. Leading comrades at all levels in financial and fiscal 
departments should strengthen organizational leadership for the preparation of 
1985 year-end accounts. They should supervise, urge on and inspect to make 
sure that the work of preparing year-end accounts for 1985 is completed on 
time, smoothly, and with good quality. 


5. Ideas For Dealing With Several Specific Problems in the Work of Preparing 
Year-end Accountings 


(1) All surplus funds remaining in 1985 from payments by local financial 
jurisdictions are to revert to the local jurisdictions in entirety. This is to 
include surpluses remaining from payments of funds disbursed by the central 
government for specific purposes. Except for funds that are to be rolled over 
in accordance with regulations for continued use during the following year, 
all other funds are to revert to local financial organizations and centralized 
plans made for their use. All surpluses remaining from expenditures within the 
purview of local financial organizations should be controlled and rolled over 
in the spirit of centralized funds. In cases where plans for a project have 
been completed, no further rolling over of funds is to occur. In cases where 
plans for a project may not have been fulfilled or where the project may 
either not be carried out or delayed, no further rolling over is necessary as 
well. When it is necessary to roll over funds, whether or not locai 
jurisdictions have the financial resources to handle the situation should also 
be looked at, a roll over being done when money is available, but no roll over 
being done when no money is available. There can be no uncontrolled rollovers 
while financial authorities at a higher level are requested at the same time 
to provide the funds needed to make the roll over. 


(2) In 1985 year-end central and local financial accountings, in addition to 
items that have been routinely adjusted upward or supplemented, as well as 
those for which there has been a general rise in plan or lowering of plan, or 
increases or decreases in the process of budget implementation for which a 
year-end accounting is to be prepared in accordance with the provisions of 
pertinent documents in the existing financial system, the Ministry of Finance 
will provide specific final accounting procedures to be followed for items 
about which the state has uniformly adopted financial and economic measures 


53 








and which by regulation require an independent accounting by central and local 
financial units. The ministry will request all provinces, autonomous regions 
and municipalities under direct jurisdiction of the central government to 
provide detailed and accurate figures and data as required when they report 
their overall financial accounting as an aid in the verification of final 
accountings. 


(3) For year-end "budget responsibility surpluses" of administrative 
entrepreneurial units at all levels that instituted a system of budget 
responsibility in 1985, the budget rollover method is to continue to be used. 
Such surpluses should not be handled as expenditures in the financial 
accounting in order to avoid or reduce financial surpluses for the current 
year. 


(4) According to the provisions of Ministry of Finance and Construction Bank 
Head Office (85) Jianzongzongzi No 18 titled, "Notice on Problems in Budget 
Management of Expenditures For National Capital Construction Following the 
Change From Appropriation of Funds To Loans For Capital Construction," state 
budgeted disbursements to the Construction Bank at all levels of capital 
construction loan funds (including interest-free loans) are to be included as 
financial expenditures in final accountings at year's end on the basis of the 
actual amounts of funds disbursed (i.e., bank payment figures). The use of 
claims instead of reports and of appropriations for expenditures is not 
allowed. Payments for investment using loans instead of state appropriations 
are to be entered separately into year-end accountings for individual years 
according to their source. Capital construction investment loan funds that the 
Construction Bank at all levels have recovered are to be listed before the end 
of the year in the proper amounts as income paid to the treasuries of the 
central or local governments from capital construction budgets. 


(5) As of 1985, the national treasury will no longer pool enterprises' basic 
depreciation funds; however, for 1984 when local finance departments and the 
central financial authorities prepare independent year-end accountings, 
amounts of basic depreciation funds owed the central treasury by local 
enterprises are to be paid to the central treasury in accordance with the 
relevant notice from the Ministry of Finance. If such sums have been already 
carried as income into local treasuries, corrections are to be made before the 
end of the year and payment made to the central treasury. 


Beginning in 1985, the national budget will no longer carry receipts and 
expenditures of enterprises’ payments of basic depreciation funds. 
Consequently, the basic depreciation funds amassed by certain local treasuries 
are to be handled as funds outside of financial budgets and are to be included 
as unlisted receipts and expenditures in the year-end final accounting. If 
such funds have already been included as listed receipts and expenditures in 
local financial accountings, a change should be made so that the final 
accounting agrees with the budget. 


(6) In accordance with State Council Guofa (1985) No 35, Ministry of Finance 
(85) notices Caiyuzi Nos 51 and 85 provide that price increase funds for 
excess procurement of grain and oil," "subsidies for readjustment of meat 
prices," and "subsidies for price differences for lard used to manufacture 











soap" are to be changed from income refunded from the treasury and listed as 
budgeted expenditures, and none of them is to be refunded from stated budgeted 
income. Anything that cannot be handled in accordance with the foregoing 
regulations is to be straightened out before the end of the year. 


(7) In 1979, central government financial authorities used a reduction in 
funding by the Construction bank to suspend large and medium size capital 
construction projects and fell in arrears on funds earmarked for equipment in 
production enterprises. Six years have passed, but the reduction is still not 
finished. All levels of the Construction Bank must take firm grip on auditing 
and a final accounting by the end of 1985 and prepare a special report  befvre 
the end of February 1986 on results of the reduction for the Construction Bank 
main office and the Ministry of Finance. 


(8) In order to help the year-end audit, all enterprises and entrepreneurial 
units that make reciprocal transfers among local budgets and central 
government budgets before the end of November and who take care of financial! 
procedures should promptly settle accounts and prepare final accounting 
reports as their financial subordination requires after transfers have been 
made. 


An original and six copies of summary financial accountings from all 
provinces, autonomous regions and municipalities under central government 
jurisdiction are to be filled in on the standard form printed and distributed 
by the Ministry of Finance and sent to the ministry. An original and six 
copies of the summary financial accountings from the cities of Shenyang, 
Dalian, Haerbin, Wuhan, Guangzhou, Chongqing and Xian are to be sent to the 
Ministry of Finance at the same time that they are sent to the provincial 
departments of finance for examination, verification and compilation. In order 
to prepare well for the advance year-end accounting report to be given at the 
NPC, which will convene in late March 1986, all provinces, autonomous region: 
and municipalities directly under central government jurisdiction will please 
send to the Ministry of Finance the "Overall Table Showing Receipts and 
Expenditures" (the current year receipts and expenditures portion) of the 
Overall Final Financial Accounting after it has been verified and approved by 
the People's Government. At the same time that they send the "Overall Final 
Financial Accounting" to the finance departments of their provinces or 
autonomous regions, coastal cities open to the outside world including 
Qinhuangdao, Yantai, Qingdao, Lianyungang, Nantong, Ningbo, Wenzhou, Fuzhou, 
Zhanjiang and Beihai as well as the four special economic zones and the Hainan 
administrative district are to send a copy to the Ministry of Finance. 
Specific regulations, final financial accounting forms and other documents 
pertaining to final accountings from all provinces, autonomous regions, 
municipalities directly under central government jurisdiction and seven cities 
specifically listed for the preparation of financial accountings are to be 
copied for the reference of the Ministry of Finance. 


In order to prepare for the advance year-end accounting report to the NPC that 
is to be convened at the end of March 1986, the "Bank Payment Figures Collated 
Tables" (including all "“verification") that are a part of the final 
accountings prepared by the collating units in all departments in charge 
should be reported to the Ministry of Finance before the first week of 








February following verification of accuracy and approval by those in charge in 
units concerned. An original and three copies of all other tables are to be 
submitted no later than 20 March as in past years to the Ministry of Finance. 


The 1985 Central Budget Income Annual Report from the treasuries of all 
provinces, autonomous regions and municipalities directly under federal 
government jurisdiction are to be reported to the central treasury before the 
end of January 1986 following reconciliation and verification of accuracy. In 
this connection, provincial financial units should make prompt verification 
and authentication without delay in order to insure on-time reporting on the 
national treasury. 


Preparatory work must also be conscientiously carried out in accordance with 
the spirit of this regulation for unbudgeted national defense funds. Specific 
methods are to be prescribed by the General Logistics Department of the PLA, a 
copy provided to the Ministry of Finance for reference. The principle to be 
used in drawing up a final accounting of expenses for the People's Armed 
Police should be to follow the specific methods that the General Logistics 
Department prescribes for the PLA, the People's Armed Policy Headquarters 
drawing up the regulations and sending a copy to the Ministry of Finance for 
reference. An original and three copies of a collated final accounting of 
expenses of the People's Armed Policy is to be sent to the Ministry of Finance 
before the end of February 1986. 
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FINANCE AND BANKING 


HENAN TO ISSUE ROAD CONSTRUCTION BONDS 
HK100533 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 9 May 86 


[Excerpts] The provincial people's government recently approved the move of 
the provincial communications department in commissioning the provincial 
construction bank to issue road construction bonds within the province for 

3 years, commencing this year. This is being done in order to rapidly 

improve the backward state of the province's road communications, speed up 

road widening and associated projects, and stimulate development. The province 
will issue 80 million yuan worth of these bonds this year. The amount to be 
issued in the next 2 years is still to be decided. 


The capital raised in this way will be allocated in a unified way by the 
provincial communications department. It will mainly be used in improving 
and repairing main roads, and upgrading road surfaces. 


Those eligible for purchasing the bonds are units and individuals possessing 
automobiles. The provincial communications department will allocate the 
purchasing quotas to the prefectures and cities based on the number of 
automobiles at the end of last year, and the prefectural and city communications 
departments will be responsible for organizing the bond purchases. 


Enterprises can use their own capital for buying the bonds. They must not use 
their mobile funds or bank loans or add the bond cost to their production costs. 


Annual interest on the bonds will be 3.6 percent, calculated from ]1 October each 
year. The bonds will mature in 5 years. All bonds will be redeemed on the 


1 October of the sixth year after purchase. 


/8309 
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MINERAL RESOURCES 


XINJIANG TO INCREASE SEARCH FOR NATURAL RESOURCES 
OW280753 Beijing XINHUA in English 0636 GMT 28 May 86 


[Text] Urumqi, 27 May (XINHUA)--The Xinjiang Uygur autonomous region will 
step up resource exploration during the 1986-90 period to prepare itself 
for an economic take-off scheduled for the end of this century. 


By 1990, Xinjiang expects to verify oil reserves of 17.5 billion bbl in 
the Junggar basin and add 300 million tons of coal reserves, said Tomur 
Dawamat, chairman of the regional government. 


The region's crude oil output is expected to reach anywhere from 50.4 
million to 56 million bbl by 1990, an increase of 15.4 million to 21 
million bbl over 1985. 


With an area accounting for one-sixth of the country's total, Xinjiang is 
rich in natural resources. Some 118 kinds of minerals have been found in 
the area. 


One major task during the five-year period is to step up the exploration 
of oil and gas in the Junggar basin, Tarim basin and Turpan depression. 


Exploration of gold reserves will be conducted in western Junggar, while 
efforts are to be made to conduct geological surveys on diamond reserves 
in the south of the Tianshan mountains. 


In the west of the Tianshan mountains, exploration will center on phosphorous 
reserves. Geological surveys will also be conducted of copper, chromium, 
lead, zinc, iron, platinum and tin. 


Hu Yaobang, Zhao Ziyang and other Chinese leaders have time and again stated 
that by the end of this century, Xinjiang and other parts of the northwest 
would receive priority in China's economic construction. 


/9738 
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INDUSTRY 


LI PENG DISCUSSES AUTO INDUSTRY DEVELOPMENT 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 28 Dec 85 p 3 


/Article: _"Emphasizing Development of Heavy and Light Motor Vehicles, Li Peng 
/2621 7720/ Talks About the Course of Automobile Development for the Seventh 
5-Year Plan"/ 


/Text/ State Council Vice Premier Li Peng today pointed out the following at 
the National Automobile Industry Work Conference: During the Seventh 5-Year 
Plan, China's automobile industry should proceed along the path of coordination, 
starting from a high plane, specialization, and volume production. In order to 
enhance overall control we should digest and incorporate imported technology. 

On the basis of raising the technical level of medium-sized vehicles, we should 
also emphasize the development of light and heavy motor vehicles that suit the 
needs of the people's developing economy. 


Li Peng said that in the wake of China's economic development communes 2:id 
transportation facilities undergoing change, and mobility and flexibility of 
automobile transportation all showing good results, we should also implement 
the advantages of "door-to-door" transportation that is now playing more and 
more of a role with branch railroads. Currently, China's automobile production 
is mainly composed of 4- and 5-ton medium-sized vehicles, with few heavy and 
light vehicles being produced. To keep containerized traffic in pace with 
agriculture commodity production, the development of heavy and light vehicle 
needs to be emphasized. Cars with low fuel consumption and cheap prices will 
also be placed higher on the agenda. 


Li Peng also pointed out: The one common law of the world's automobile develop- 
ment is that of coordination. China's auto industry, through specialized 
transportation departments and regional coordination and cooperation of trans- 
portation should form a certain number of joint entities and should produce 
several best-selling products. Development of the auto industry during the 
Seventh 5-Year Plan should concentrate on tapping latent powers, and by 
digesting and incorporating imported technology do a good job of technology 
transformation, raising quality and technology levels, and developing production 
capacity. The China Automotive Industry Corp. should do a good job of overall 
control, and formulate development plans and specific and general policies on 
behalf of the country to guide the auto industry along the path of coordination, 
starting from a high plane, specialization, and large volume production. 


The National Automobile Industry Work Conference opened in Beijing on 21 December, 
participating in the conference are ministries and commissions under the State 
Council; the National Defense Science, Technology, and Industry Commission; 
various provincial and municipal machinery departments; and responsible persons 

of the automobile industry. 
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INDUS TRY 


MAIN ACHIEVEMENTS IN LIGHT INDUSTRY OUTLINED 
Beijing ZHONGGUO QINGGONGYE BAO in Chinese 5 Jan 85 p 2 


/Article by Chen Zhuangi /7115 0278 1142/: “China's Light Industry Is Brimming 
with Vitality and Continuing To Develop, Looking Back at the Main Achievements 
in Light Industry During the Sixth 5-Year Plan"/ 


/Text/ During the Sixth 5-Year Plan, the party and state formulated a series 
of plans, policies and measures favorable to the development of light industry. 
These effectively spurred the development of light industry, and through the 
hard work of vast numbers of workers and staff on the light industry front, 

the main goals of the Sixth 5-Year Plan have been basically realized. With 

some goals being completed 1 or 2 years ahead of schedule and the face of light 
industry undergoing a great change. 


l. <A relatively high rate of increase has been maintained in the development 
of light industry. The Sixth 5-Year Plan set the gross output value of light 
industry for 1985 at 131.7 billion yuan, a yearly increase of 7 percent. The 
actual result was that in 1984 the gross output value had already reached the 
level of 132.56 billion yuan, attaining the set goal 1 year ahead of schedule. 
The average annual increase for the first 4 years of the 5-year plan was 9 per- 
cent and it is estimated that the total output for 1985 will be 156 billion 
yuan, which would mean an average annual increase of 10.7 percent. The increase 
in output value for the 5 years add up to 62.1 billion yuan, or 12.4 billion 
yearly. 


The output volume goals set by the Sixth 5-Year Plan for 33 main products wil! 
mostly be met or surpassed, among these, products that attained their goals 2 

years ahead of schedule include cardboard, washing machines, plastic products, 
light bulbs, matches, furniture, electric fans, rugs, and specialized weighing 


equipment. 


2. There were large increases for main products, product quality improved 
markedly, and numerous new products and varieties were developed. Through 5 
years of hard work the production of famous products and products the market 
was critically short of were redoubled. In comparison with 1980, beer produc- 
tion increased 270 percent, washing machines }3.3-fold, refrigerators 28-fold, 
and laundry soap, household drinking glasses, and milk products all increased 
more than 100 percent. The manufacture of famous bicycle brands "Fenghuang," 
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"Yongjiu,"” and "Feige" increased from 5 million in 1980 to 9.63 million in 
1985. In addition, locally manufactured brands that accounted for 38.4 percent 
of all bicycles prdouced in 1980 now account for over 65 percent of all bicycles 
produced. The attitude of "putting quality first" and wholeheartedly serving 
the consumer is just now being initiated. Product quality has had marked 
improvement since 1980, many products have changed long maintained appearances 
and are now being produced according to international standards. Along with 
raising the level of production technology, each year over 5,000 new products, 
varieties and designs were developed. Since 1979, many light industry products 
have won state gold and silver awards for quality, industrial art Baihua 

awards and Ministry of Light Industry Excellent Product Quality Awards. Some 
famous brands have won international gold and silver awards for China. Light 
industry commodity market sales totaled 484 billion yuan during the Sixth 
5-Year Plan and accounted for 36 percent of consumer retail sales during the 
same period, this played an important role in invigorating town and rural 
markets and in improving the peoples lives. 


3. Through reorganization and reform the economic results of enterprises 

showed a marked improvement. It is estimated that in 5 years the light industry 
system accumulated 133 billion yuan in taxes and profits for the state, which 

is equivalent to 5.5-fold the amount of fixed investment assets of light 
industry during the same time span. Light industry basically realized increases 
in production, income from sales, and profits at the same time. 


4. Outstanding progress was made by utilizing foreign capital and imported 
technology. Between 1979 and 1984 the amount used for importing technology and 
equipment totaled 2 billion dollars. This exceeded the amount spent during the 
previous 30 years. Most of these imported items have already shown success. 


5. Putting emphasis on construction has been strengthened and the technical 
transformation of enterprises is starting to unfold. It is estimated that the 
fixed investment assets for light industry during the Sixth 5-Year Plan was 
24.33 billion yuan, with investment in capital construction being 9.83 billion 
yuan and funds for replacement and overhaul totaling 14.5 billion yuan. In 5 
years, fixed assets were increased by 22.5 billion yuan. There have been 160 
large and medium-sized projects completed and put into operation, and the pro- 
duction capacity of some short production lines has been increased. 


6. Integration of the diversified economy has been further developed, such as 
better coordination between light industry enterprises, between towns and rural]! 
areas, and between industry and trade to increase exports, and better coordina- 
tion and cooperation between factories, educational institutions and scientific 
research, design and equipment manufacturing departments. In practice it has 
been proven that "light industry relies on coordination,” it is the road that 
China's light industry development must follow. 


7. New developments in science and technology and personnel training have 

been made. During the Sixth 5-Year Plan, the majority of key state S&T research 
projects that light industry was responsible for were completed, with 25 of 
these projects earning state invention awards. S&T achievements were used to 
spur on light industrial production, which made gratifying results. The number 
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of students in educational institutions directly under the Ministry of Light 
Industry reached 13,200 during 1985, an increase of more than 100 percent 
over 1980. Various forms of adult labor education made especially rapid pro- 
gress, these programs trained many qualified technicians and manzgers for 
light industry. 
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INDUSTRY 


SHIPBUILDING TECHNOLOGY RAPIDLY IMPROVED 
Beijing CHUANBO SHIJIE in Chinese 31 Jan 86 p 1 


[Article by Hong Lun [3163 0178]: “China's Shipbuilding Technology Rapidly 
Raised. Capable of Producing Ships to International Standards of the 
Eighties."] 


[Text] China's shipbuilding industry started to enter the world market in 
the Sixth 5-year Plan. Exports contributed to the overall enhancement of 
technology, rapidly narrowing the gap with the world's advanced technology; 
now China is capable of producing civilian vessels to world standards of the 
eighties. 


China has the capability to build the principle types of vessels existing 
in the world today. During the Sixth 5-year Plan de China State 
Shipbuilding Corp. built a total of 38 types of civilian vessels of 3000 
tons or more, of which 26 were newly developed in the Sixth 5-year Plan. 

A 50,000 ton tanker, surpassing te largest vessel tonnage to date, and a 
65,000 ton tanker, a 64,000 ton gencral cargo ship, a 69,000 ton refined 
oil tanker, and a 115,000 shuttle tanker that have been built or are now 
under construction, have basically made fullest use of China's present 
shipbuilding docks. As for vessel types, development has advanced from 
general cargo and multi-purpose ships to multi-purpose container ships, 
full container ships and Ro-Ro vessels that are structurally sophisticated 
and that require high technology, and to special purpose vessels such as 
refined oil tankers, automobile ferries, and shuttle tankers. All these 
vessels are highly automatic. Some engine rooms are remote controlled for 
16 hours, some for 24 hours, keeping crew to a minimum and reducing 
operating costs. Except for liquified natural gas carriers and chemical 
carriers, for which no orders have been received, China has built or is 
building the principle types of vessels in the world. 


China has solved shipbuilding problems by using international advanced 
standards. In the past, China only built ships complying with her own 

and Soviet shipbuilding specifications, because in fact China didn't have 
much printed information on other countries' specifications. But in a 

few short years, China completed a fleet of ships that meet world famous 
maritime classification societies specifications such as British, Norwegian, 
American, German, French, and Japanesse; moreover, all the essential 
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techniques, equipment, and quality in the building process have been under 
their strict control and obtained their approvals. In addition to having 
built vessels for export that fly flags of convenience, China has also built 
ships flying the flags of the United States, Germany and Norway, international]) 
known for stringent requirements for vessels flying their flags; such 
stringency has added greatly to the difficulty of shipbuilding. A modern ship 
is not only required to meet relevant international convention provisions, it 
must also comply with the stipulations of a particular sailing zone and a 
particular port. All oceangoing vessels China has exported have met these 
requirements. And the facts show that China is already capable of building 
vessels that meet any international specification, fly any flag, and sail in 
any sailing zone. 


The quality of the vessels has also caught up with world standards. In the 
past, foreign merchants generally cast doubt on the quality of vessels exported 
by China because they were unaware of the capability of our shipbuilding 
industry. By having passed the international ship surveyors inspections during 
the building process, and especially sailing tests conducted under various 
post delivery conditions, China's exported vessels are now generally accepted 
as excellent in quality. One executive of an international classification 
society evaluated Chinese made vessels as “reasonable in price and excellent 
in quality." Many shipowners sent letters or telegrams to China expressing 
praise and appreciation. All their doubts and worries have disappeared, and 
in place they are full of confidence in the quality of China's vessels, and 
indicate interest in placing additional orders as soon as the shipping market 
rebounds. It is because ships exported by China excel in quality and because 
China has built a good reputation in the world market that China has attracted 
the world shipbuilding circle's close attention as a new vessel exporting 
nation. 


The quality of domestic vessels is also catching up with that of exported 
vessels. One hundred percent of the domestic ships have been awarded for 
consistent improvement in product quality. 


12888/12951 
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CONSTRUCTION 


CONSTRUCTION BUSINESS, CAPITAL CONSTRUCTION SYSTEM ADVANCES 
Beijing KENMIN RIBAO OVERSEAS EDITION in Chinese 19 Dec 85 p 3 


/Article by Liu Yongya /0491 3938 0068/: "Reform in Construction Business 
and Capital Construction System Scores Achievements, Arousing the Enthusiasm 
of Workers and Raising Economic Results"/ 


/Text/ This reporter learned the following from the recently concluded National 
Symposium on Reform of the Construction Business and Capital Construction Manage- 
ment System: During the Sixth 5-Year Plan, China's construction business and 
capital construction management system underwent some important reform and 
achieved remarkable success in many areas, 


--Construction projects have practiced contracted responsibility-delegation 
decisionmaking power-delivery of profit combined investment responsibility 

system to effectively overcome corruption in unrestrained spending and eating 

out of the state's “big pot" which has led to a reduction in investment. The 
Shanghai Paotow Steelworks achieved success with this method when they started 
using it in 1981 during the first stage of the project. The leading comrades 

of the Central Committee gave a high appraisal of this method and have decided 

to employ it during the second phase of the project. Of the 600 projects under 
construction throughout China, over 300 have adopted the investment responsibility 
systen. 


--Competitive bidding has been opened up for project construction contracts, 

resulting in reduced construction costs and shorter construction periods. Civil 
construction projects started this year, as a result of competitive bidding, 

have on the average reduced construction costs by 6 percent and shortened con- = 
struction times by an average of 20 percent. 


--Design units and state-run construction units have implemented technical and 
economic responsibility systems and the method of establishing an amount of work 
required for 100 yuan of wages, linking workers income to work results. This 
has aroused the worker's enthusiasm and spurred the development of the design 
and construction business. 


--Investment funds from the national budget have changed from just being allo- 
cated to being payment for goods, and have changed from being free to funds 
that must be repaid. These changes have strengthened the investment users' sense 








of responsibility and ideas on how to get results. After implementing this 
method, some construction projects had construction time shortened by various 
degrees and increased benefits from investments. The more than 30 billion yuan 
allocated for capital construction in this year's national budget has all been 
changed to be used as money for goods. The funds raised by many provinces, 
autonomous regions, and municipalities have also been changed from simply being 
allocated to being used as money for goods. 


--Contracting materials and equipment out as complete sets of the supply of 
construction materials and market adjustments has advanced the work of material 
supply for construction projects. 


--In the area of organizational management of construction projects, some 
project-contracting companies have been formed. This form of organization has 
resolved the situation in the past of forming teams for a project and then 
disbanding them after completion of work, these teams only had training one 
time and did not have the opportunity of continued experience. This has started 
a way for better organization of project development. 
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DOMESTIC TRADE 


CAPITAL EXPORTS TECHNICAL KNOWLEDGE, IMPORTS PRODUCTS 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 4 Jan 86 p 3 


(Article: Beijing Bolsters Economic and Technical Cooperation With Other Parts 
of the Country. Transfers More Than 2,000 Technical Achievements to Woolen 
Textile and Leather Industries; Brings In a Number of Well-Known, Top Quality 
Products Through 62 Joint Business Accords") 


(Text] A 2 January XINHUA NEWS AGENCY dispatch from Beijing has reported 
Beijing Municipality's vigorous expansion of lateral economic links. Economic 
and technical agreements concluded during the past several years have earned 
marked economic and social benefits. The city has entered into cooperation 
with 28 provinces, municipalities and autonomous regions, signing more than 
1,700 agreements with them totaling more than 300 million yuan. 


Beijing has followed the principles of "making the most of strengths and 
avoiding weaknesses, diverse forms, mutual benefit and mutual interest, and 
joint development." It has done a good job of balancing imports and exports, 
carrying out a multifaceted economic exchange of technology, talent and 
materials. 


Beijing's strengths in production technology, managerial experience and the 
training of talent have been diffused outward. For several years, the city has 
trained more than 2,000 managerial and technical personnel in the woolen 
textiles, leather, paper manufacturing, food, electronics and farm machinery 
fields for other provinces and municipalities, and it has sent out several 
hundred specialists to provide consultation and guidance. It has also 
transferred more than 2,100 scientific and technical achievements to other 
places. The main Beijing Glass Manufacturing Plant sent technical personnel to 
help the glass manufacturing plant at Shijushan in Ningxia Province improve 
its technology and increase mechanization. As a result, this plant's rate for 
meeting specifications reached more than 90 percent; it turned losses into 
profits, and its products sold well throughout northwestern China. Educational 
and health units in Beijing also trained nearly 1,000 college students, 
teachers, and professional medical personnel for other jurisdictions. A number 
of teachers and medical personnel from Beijing also travelled to Nei Monggol, 
Xinjiang, Shanxi and Gansu to provide instruction and medical treatment and to 
spur the economic and cultural development of fraternal areas. 
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Initiative in putting to use the products, capital, and raw materials of other 
areas has hastened development of Beijing's tertiary industries. This has 
enlivened the production of commodities in suburban rural villages. During the 
past several years, Beijing has entered into joint accords with other 
provinces and municipalities on 62 urban services and has imported large 
quantities of well-known, top quality local products. Today there are 42 
different restaurants in the capital offering the flavors characteristic of 
various areas, providing the people of Beijing with more than 11,000 different 
dishes. Beijing has also made agreements with some provinces and 
municipalities for their establishment of bases for the production of non- 
staple foods including aquatic products, beef and mutton, vegetables and 
fruits. It has brought in large numbers of fish fry and vegetables from 
Jiangsu, Zhejiang, Hubei and Hebei provinces that have played a major role in 
fresh water fish production, in evening out market prices for vegetables, and 
in solving the problem of vegetables for an urban population of nearly 10 
million. 
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DOMESTIC TRADE 


INDUSTRIAL PARTNERSHIPS EXPAND PRODUCTION 
Shanghai WEN HUI BAO in Chinese 19 Nov 85 p 1 


[Article by Ying Yan'an [2019 1693 1344]: "Lateral Internal Partnerships 
Highly Successful For Shanghai Economic Zone Light Industry"] 


[Text] The correspondent obtained the following information yesterday: 
Shanghai Economic Zone light industry has scored outstanding successes in the 
course of carrying out lateral economic partnerships. Preliminary statistics 
show that during the past 2 years 2,462 enterprises have instituted economic 
partnerships. As a result of these partnerships, these enterprises have added 
2.63 billion yuan in output value, increasing profits by 280 million yuan. 


The Shanghai Economic Zone Planning Office of the State Council and the 
Ministry of Light Industries convened a conference in Yangzhou a few days ago 
to summarize and exchange experiences and to discuss the situation concerning 
the launching of lateral economic partnerships of light industries in the 
Shanghai Economic Zone. Since 1984, the bicycle, wristwatch, sewing machine, 
household electrical appliances, clothing, toy and food industries in the 
Shanghai Economic Zone light industry system have instituted widespread 
economic partnerships that cut across provincial and municipal boundary lines 
and that vary in form. There have been industrial partnerships transcending 
provincial and municipal boundaries that have used name-brand products as a 
"turnkey," and there have aiso been joint venture operations, designated brand 
production, production and marketing partnerships, division of profits from 
technical investment, technology transfers and technical development, and 
technical cooperation. Reportedly joint venture enterprises in four provinces 
and one city have played a more than 66 million yuan role in areas that cut 
across provincial and municipal boundaries. The Shanghai Municipal Light 
Industry Bureau provided support in the form of more than 300 pieces of 
advanced equipment to places outside Shanghai through economic partnerships 
that cut across provincial and municipal lines. Batch production of name- 
brand Shanghai bicycles, wristwatches and sewing machines has expanded in 
Jiangsu, Zhejiang and Anhui provinces. During 1985, production of Yongjiu and 
Fenghuang bicycles expanded by 1.19 million units and production of Shanghai 
name brand wristwatches and sewing machines totaled 1 million and 210,000 
units respectively. 
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DOMESTIC TRADE 


ACTIVITIES OF ECONOMIC ZONE BASED AROUND CHONGQING REPORTED 


Beijing RENMIN RIBAO in Chinese 18 Jan 86 p 2 


(Article by Correspondent Huang Wenfu [7806 2429 4395]: "Steady Expansion of 
Chongqing's Lateral Economic Partnerships. Based In the Southwest, Geared To 
the Needs of the Southwest, Serves the Whole Country, and Advances Toward the 
World") 


[Text] In the course of a comprehensive restructuring of its economic system, 
Chongqing City has vigorously expanded lateral economic partnerships. Today, 
not only is Chongqing carrying out close regional cooperation with Sichuan, 
Yunnan, Guizhou and Guangxi provinces in southwestern China, but it is also 
building long-term economic and technological cooperation with Liaoning, 
Gansu, Shaanxi, Qinghai, Xinjiang and Guangdong. Chongqing has signed more 
than 1,100 cooperative agreements of various kinds with other places, 60 
percent of which have been implemented or are in process of being implemented. 


Work from the southwest, serve the southwest, gear to the needs of the whole 
country and advance toward the world is the program Chongqing follows in the 
development of lateral economic partnerships. This means both an outward 
radiation of its own strengths and making use of the advantages others possess 
to remedy its own disadvantages for a steady strengthening of its own economic 
power and overall service capabilities while making use of the multi- 
functional role of its key urban economy. Chongqing has emphasized work in the 
following regards: 


Entering into industrial cooperation with other places using Chongqing's 
existing human talent and the leading position of its enterprises in 
technology and products. Among the cooperative industrial organizations 
established with four provinces and regions in southwestern China by leading 
enterprises in Chongqing are 19 paper industry federations and leather 
industry societies. The Wufang Chinese Medicinal Herb Economic Cooperation 
Society, which was established more than 1 year ago, has had transactions 
totaling more than 70 million yuan. Owing to the dominant position enjoyed by 
name-brand products such as “Tianfu Cola", which is produced by the Chongqing 
Beverages Plant, 66 jointly operated branch plants were set up in 25 
provinces, cities and autonomous regions throughout the country, making the 
beverages plant the largest one in the whole country. 


70 








Bolstering of cooperation in many regards with large and medium size cities 
for the gradual formation of a key urban economic cooperation network. 
Chongging reached an accord with Chengdu, Kunming, Guiyang, and Nanning in 
southwestern China on the strengthening of economic ties and cooperation among 
the five cities, including the circulation of goods, cooperation in materials 
and goods, jointly operated enterprises, joint exploitation of natural 
resources, scientific and technical cooperation and jointly operated tourism. 
The accord also called for establishment of a joint conference of the mayors 
of the five cities. Recently, Chongqing together with Shanghai, Nanjing and 
Wuhan jointly initiated establishment of an economic cooperation society of 
key cities along the Chang Jiang. 


To make the most of Chongqing's economic advantages, and actively support 
southwestern minority nationality areas and economically undeveloped areas. In 
1984, Chongqing and Guang'an County in northern Sichuan Province entered into 
economic and technical cooperation geared to needs and reached agreement on 
more than 30 tasks. 
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FOREIGN TRADE AND INVESTMENT 


MILITARY INDUSTRY MAKES FIRST PUSH TO EXPORT 


Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 4 Jan 86 p 1 


[Article by Correspondent Chen Zhiqiang [7115 2535 1730] and Correspondent Luo 
Hankui [5012 3352 1145]: "Military Industry Sector Transfers Technology 
Abroad. To Hold First Trade Fair at Shenzhen During April. More than 1,000 
Technical Achievements To Be Put on Display."] 


[Text] The Chinese military industry sector, which has been a closed area for 
the past more than 30 years, will hold a large trade fair for the export of 
technology for the first time in April 1986 at Shenzhen in Guangdong Province. 
The fair will feature mostly the transfer of military industrial technology 
for civilian use and will be known as the Chinese Shenzhen Technology Trade 
Fair. 


The more than 1,000 technical achievements to be displayed at the fair will be 
provided by nine trade groups connected to the Ministry of Ordnance Industry, 
the Ministry of Aeronautics, the Ministry of Astronautics, the Ministry of 
Nuclear Industry, the Ministry of Electronics Industry, the Chinese Shipping 
General Corporation and the PLA. Among the items displayed will be more than 
130 that have won national invention prizes and national progress awards, 
including a miniature nuclear reactor and an operational heated and 
pressurized qiangzhushi [1730 3137 1709] plugging technology for stopping 
leaks as part of a total of nearly 100 items that meet advanced international 
standards. 


In recent years China's national defense science and technology industrial 
sector has transferred large amounts of technology used in the armed forces to 
the civilian area, providing marked benefits thereby to all sectors of the 
national economy. The two technology trade fairs held in 1985 that were 
geared to domestic needs displayed a total of more than 16,000 items, and 
contract transactions totaled nearly 700 million yuan. 


Reportedly mumerous technical achievements of national defense industrial 
departments and units have not yet been displayed. The items displayed in the 
two trade fairs held in 1985 represented only one-tenth of total technical 
achievements. 
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Items displayed in this exhibition contain some technology offered outside the 
country for the first time by the military industrial sector. They relate to 
the nuclear, energy, communications, environmental protection, chemical 
industry, metallurgy, machinery, light industry, textile, building materials, 
food, medical treatment and agricultural fields. 


This fair is to be jointly run primarily by the National Defense Scientific 
and Technological Commission in conjunction with the State Council Science 
and Technology Leadership Team Office, the State Economic Commission, the 
State Science and Technology Commission, the Guangdong Provincial Government 
and the Shenzhen Municipal Government. 


The person responsible for preparing this trade fair said that in order to 
accommodate foreign friends and firms, pians called for the Chinese Shenzhen 
Technology Trade Fair to open around the time of the 1986 Chinese spring trade 
fair in Guangzhou. 


He said foreign firms and scientific and technical groups carrying their own 
technology to exchange would be welcome. The Chinese national defense science 
and technology industrial departments will following the principles of 
displaying technology, facilitating the flow of information, promoting 
exchanges, and seeking cooperation and joint prosperity. They will establish 
broad relationships with foreign firms and scientific bodies and carry out 
technological trade and cooperation. 


This fair will expand the scope of business transactions. Not only will it 
hand over technology, provide technical services and technical consulting, but 
it will also hold talks on the commissioning of research, on the tackling of 
key technical problems and on technical transformation activities as well as 
on technical cooperation joint development and joint ventures. In addition, it 
will discuss the contracting of project prospecting, design and construction, 
and the continuation of activities such as the training of administrative, 
managerial and technical personnel. 
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FOREIGN TRADE AND INVESTMENT 


INTERNATIONAL GARMENT MANUFACTURERS EXHISIT EQUIPMENT 
OW131041 Beijing XINHUA in English 0947 GMT 13 May 86 


[Text] Beijing, May 13 (XINHUA)--Over 60 manufacturing firms from throughout 
the world are displaying their garment making equipment at an exhibition 
that opened here today at the China International Exhibition Center. 


Jia Shi, president of the China Council for the Promotion of International 
frade, told XINHUA the exhibition "provides a good opportunity for Chinese 
und foreign garment technicians to learn from each other.” 

With the "improvement of the urban and rural people's living conditions, 
people increasingly ask for well-designed and tailored garments," he said. 


Garments have also become one of China's key export commodities, generating 
more than U.S. $1.4 billion in 1985, according to an official of the China 
fational Garment Industry Corporation. 


China now has more than over 6,800 garment factories, he said. 


[fo supply domestic and export markets, said the official, over the last few 
years China has been importing garment production lines and processing 
equipment from the Federal Republic of Germany, Japan and the United States. 


These countries as well as others including France and Britain are displaying 
mputerized equipment for designing, tailoring and embroidering clothes, 
muiti-function sewing machines, packing machinery and other garment manufac- 


turing machines. 


[he /-day exhibition is jointly sponsored by the China Council for the Pro- 
motion of International Trade and SHK International Services of Hong Kong. 

During the exhibition, leaders of China's garment industry are expected to 

discuss trade and cooperative ventures with the exhibition participating 


CSO: 8020/ 339 











JPRS-CEA-86-0/8 


23 June 1986 


FOREIGN TRADE AND INVESTMENT 


MACHINE-BUILDING OFFICIAL SAYS EXPORTS TO INCREASE 
OW281800 Beijing XINHUA in English 1743 GMT 28 May 86 


[Text] Beijing, May 28 (XINHUA)--To boost China's exports, electrical 
machinery manufacturers here are looking to markets in Australia, Japan, 


New Zealand and the countries of North America, a high official said today. 


Zhao Mingsheng, vice-minister of the machine-building industry, told a news 


conference today he expects industry exports to reach ?}.S. $4 billion by 
1990, up from $1.3 billion in 1985. 


Electrical machinery exports are “imperative,' because of changes in the 
price on the world oil market, he said. 


According to Zhao, so far this year government agencies have aiready signe 


electrical machinery export contracts worth $600 million. 


Over the next 5 years, he said, primary export products will be machine 


tools, electrical generators, farm machinery, engineering equipment, motor 


vehicles and mining equipment. 
Zhao said he expects to increase China's share of the New Zealand market 
with mechanized farm tools, electrical machinery, irrigation and mining 


equipment and machine tools. 


To Japan and North America, he said, China will compete with other export 
nations to sell products in demand but not locally produced. 


To make sure sufficient products are available for export over the next 5 


years, the government will open /70 new export-oriented enterprises and giv 


more decision-making powers regarding foreign trade to another 130 state- 
owned operations. 


The industry now exports more than 300 products to 130 countries and regi 
but its share of the world market remains small. 


1 


As it grows, Zhao said, China will develop an international marketing and 


service network. 
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FOREIGN TRAD? AND INVESTMENT 


FUJIAN'S ROLE IN ATTRACTING FOREIGN TECHNOLOGY SKETCHED 


Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 4 Jan 86 p 3 
(Article by XINHUA NEWS Correspondent Wang Weizhong [3769 3555 0022): "Fujian 
Province Builds a Multi-Level System For Opening Up to the Outside World. More 
Than 10 Foreign Trader Privately Funded Enterprises and More Than 600 Joint 
Enterprises Come Into Being. Industrial and Agricultural Product Exports Sent 
to 121 Countries and Regions" ] 


; Guangzliou, 
Hong Kong, Nagasaki and Manila land safely at Xiamen and Fuzhou, and cargoes 
in a steady stream enter Dongdugang in Xiamen. It is possible to pick up a 

lephone in Xiamen and deal directly with all the country's major cities as 
ll as with Hong Kong, the United States and Japan. 


_Text] One after another passenger aircraft from Beijing, Shanghai, 


Fujian Province, which is one of the earliest provinces in the country to have 
opened the door to the outside world, has an economic structure that has 
gradually changed from the closed to the open kind. From its axis along the 
coast, it radiates both overseas and to the interior of the country. Now 
Fujian has taken the first steps in establishing @ multi-level, multi- 
function system that is open to the outside world and that includes the Xiamen 
Special Economic Zone, the open city of Fuzhou, the Fuzhou Economic and 
Technical Development Zone and the southern Fujian "triangular" open economic 
zone. More than 20 provinces and autonomous regions as well as the Ministry of 
Aeronautics, the Ministry of Astronautics, the Ministry of Coal, the Ministry 
of Nuclear Industry, and the Ministry o* Electronics Industry plus eight noted 
institutions of higher education have established offices in Fujian to promote 
cooperation in the fields of economics, technology, skilled people and 
information. More than 128 countries and regions have economic intercourse 
with Fujian Province. 


In the process of carrying out the open door policy, the economy of Fujian 
Province has begun to take off. During the past 5 years the gross output 
value of the province's industry and agriculture has increased by about 1( 
percent each year, and total financial revenues have exceeded the Sixth 5-Year 
Plan by 29 percent. Agricultural and industrial products are being exported to 
121 countries and regions including Hong Kong, Japan, the Federal Republic of 
Germany, Malaysia and Sweden. In 1985, Fujian exceeded its foreign trade 
exrort plan for the whole year 2 months ahead of schedule. 








Efforts by Fujian Province in recent years tu invest in the building of 
airfields, harbors, communications, power stations and such basic facilities 
have begun to bear fruit. In addition, the training and importation from 
elsewhere of talent in various fields has also shown very great advances. They 
have built long-term relationships for cooperation in skilled people with 
institutions of higher learning such as Qinghua University, Fudan University 
and Tianjin University. In recent years, Fujian Province has brought into the 
province more than 3,000 people skilled in various fields. 

The fine climate has attracted large numbers of investors. Since the opening 
to the outside world, the province has attracted more than $700 million in 
foreign investment. Foreign traders who have made investments come from more 
than 10 countries and regions. The field of investment has gradually expanded 
from the former clothing, electronics and tourism industries into energy, 
communications and fine chemical industries. Today more than 600 Chinese and 
foreign joint venture and cooperative enterprises and more than 10 enterprises 


independently funded by foreign traders have made their appearance in Fujian. 


Simultaneous with Fujian Province's attraction abroad has been an. enthusiasm 
for providing a “window" on the outside world for all provinces, 
municipalities and autonomous regions as well as for all departments of the 
central government. Today 7 provinces, municipalities and autonomous regions, 
15 cities and 15 central government units have established offices in the 
Xiamen Special Economic Zone. 
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FOREIGN TRADE AND INVESTMENT 


FOREIGN BANKING INSTITUTIONS INCREASE IN GUANGDONG 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 4 Jan 86 p 3 


[Article by Wang Qiang [3769 1730]: "Spurt in Guangdong's Foreign Finance and 
Banking Activities. Foreign Banks Have Set Up 41 Finance and Banking 
Institutions. Eight of the World's 10 Large Banks Have Set Up Organizations" ] 


[Text] During 1985 a total of 20 foreign banks set up external finance and 
banking institutions in Guangdong. This is nearly the total of external 
finance and banking institutions set up by foreign banks in Guangdong Province 
during the past 4 years. Four of the 20 foreign banks that established 
external finance and banking institutions in Guangdong during 1985 were among 
the top 10 world banks (in terms of total assets) in 1984. Today eight of the 
world's 10 leading banks have established offices or agents in Guangdong. They 
are the Japanese Dai Ichi Kangyo Bank, the Japanese Fuji Bank, the Japanese 
Sumitomo Bank, the Japanese Mitsubishi Bank, the American National City Bank, 
the Japanese Sanwa Bank, the French Banque Nationale de Paris, and the French 
Banque Credit Lyonnaise. 


As of the end of 1985, foreign banks having external financial and monetary 
institutions in Guangdong totaled 41. Shenzhen had most with 21. Next came 
Guangzhou and Zhuhai. 


In accordance with Chinese People's Bank regulations pertaining to methods of 
regulating overseas Chinese and foreign banking and financial institutions, 
foreign banks are permitted to establish branch banks or branch institutions 
in special economic zones such as Shenzhen and Zhuhai and to carry out banking 
and financial activities within a certain sphere. However, in Guangzhou and 
other places, they are permitted only to set up officers for the purpose of 
liaison and to provide advice to clients. 
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FOREIGN TRADE AND INVESTMENT 


SHENYANG PLANS INCREASE IN EXPORTS, INVESTMENT IN INDUSTRY 


HK270400 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS supplement) in 
English 27 May 86 p 5 


[By Gene Linn, recently in Shenyang] 


[Text] The city of Shenyang, China's biggest machinery manufacturer, is 
applying its enormous industrial muscle to the nation's push to increase 
exports and investment. 


The drive will spawn numerous changes in this city of 5.3 million people, 
which is the capital of Liaoning Province. The city's industrial production 
amounts to 16.2 billion yuan (about HK $39.36 billion). It is also a trans- 
portation centre, as railroads and highways funnel from the northeast to 

the port at Dalian. 


The city has branch offices of 14 national import/export corporations. 
Shenyang also recently gained the power of a province in economic planning. 


"That's one less layer of red tape for businessmen," said Mr John Parker, 
economic officer in the U.S. Consulate in Shenyang. 


City authorities can approve projects involving up to U.S. $5 million in 
foreign investments or imports. 


Another change is the plan to increase light industry's share of production 
from 35 to 40 per cent. 


"We emphasize light industry because the profit is higher and there's greater 
export potential," said Mr Tong Lianyi, an official at Shenyang's Foreign 
Economic Relations and Trade Bureau. 


"It's essential to reach international markets." 


Factories that make less profit from exports than from domestic sales will 
be eligible for compensation by the government, Mr Tong said. 


The city will also set up factories expecially for exports, such as the 
First Machine Tool Factory. 
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The emphasis for exports this year will be on electrical machinery, machine 
tools, electrical cables, valves and water pumps. 


Shenyang already exports large quantities of textiles, vitamins, fur coats, 
silk flowers and pottery. 


The city will give light industrial factories more foreign exchange to en- 
courage them to improve their products and export more, said Mr Tong. 


The central government offers further encouragement by returning a larger share 


of foreign exchange earned by Shenyang factories. 


Last year, Shenyang's share from individual factories rose from 20 to 25 
per cent each. And state investment rose from 1.4 billion yuan in 1984 to 
1.6 billion last year. 


Foreign exchange investment during the period climbed from U.S. $30 million 
to $100 million--despite the overall restrictions that China imposed to pro- 
tect dwindling reserves. 


"The central government is restricting foreign exchange investment in ordinary 


construction, such as housing," said Mr Jin Sen, chief of the Comprehensive 
Section of the Shenyang Municipal Planning and Economics Committee. 


"Investment for energy and transportation projects has not been cut." 


Shenyang plans to supplement state investment with overseas funds. From 
1983 through October last year the city agreed to 383 projects involving 
U.S. $270 million in foreign investment. 


Mr Tong said the 11 joint ventures in operation are all profitable. Future 
terms will be more favourable for overseas investors, but the final terms 
have not been set. 


Shenyang has applied to Beijing for permission to build an Economic and 
Technical Development Zone offering preferential treatment. 


"If that's not approved, the policy will be loosened somewhat," said Mr Jin. 
"It will be almost the same as the 14 open coastal cities." 


Officials said present joint ventures in services and light industry will 
run for 10 to 15 years. 


Projects in other areas might be in effect longer. 
Joint ventures must export 70 to 75 per cent of their production. Shenyang 
emphasises renovation of old enterprises, but also hopes to attract invest- 
ment in new fields such as scientific instruments and vacuum technology. 
The city also seeks investment to help exploit the area's abundant natural 
resources, according to Mr Hao Yongzhi, chief of the provincial National Land 
Division. 
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These resources include coal, iron, jade, marble, magnesite, cobalt, molyb- 
denum titanium and copper. 


One nearby region has promising diamond deposits. 


As is the case elsewhere in China, Japanese businessmen are taking the best 
advantage of opportunities in Shenyang. 


The Japanese have something extra going for them here and in the rest of 
Liaoning: familiarity gained during decades of occupation until the end of 
World War Il. 


Liaoning's imorters have been attracted to low prices offered by the Japanese, 
but the Chinese are wary of letting Japan eliminate the competition. Hong 

Kong businessmen also have a foothold in Shenyang. Two of the six foreign 
representative offices in the city are from Hong Kong (the others are Japanese). 


Foreign businessmen face a number of problems in Shenyang. 


The nightlife is virtually non-existent, they said, and top-flight hotel 
rooms are scarce. Transportation is below par. There is no international 
aicport and no direct flight from Hong Kong. Shenyang also is a bottleneck 
for passenger and freight rail traffic. 


Not surprisingly, transportation is receiving special attention for develop- 
ment along with communications. 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


BOHAI GULF BUSINESS EXHIBITION--Tianjin, June 2 (XINHUA)--An international 
exhibition of business opportunities around the Bohai Gulf in northern China 
will be held in Tianjin from November i5 to 20, it was announced today. The 
Bohai area is a major industrial and agricultural production center, said Xia 
Muyu, manager of the Tianjin International Exhibition Company. It is rich in 
natural resources. Foreign business people from more than a dozen countries 
and regions will participate in the exhibition. And enterprises from the 
port cities of Dalian, Qinhuangdao, Tianjin, Yantai and Qingdao will also 
take part. During the event, business talks will be held on the establish- 
ment of sino-foreign joint ventures and co-operative enterprises, and the 
import of advanced technology and equipment. The exhibition will be sponsored 
by the Tianjin branch of the China Council for the Promotion of International 
Trade and the China International Trade Fair of Hong Kong. [Text] [Beijing 
XINHUA in English 1410 GMT 2 Jun 86 OW] /8918 
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SPECIAL ECONOMIC ZONES 


SHENZHEN TO OFFER MORE TAX CONCESSIONS 


HK130733 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS supplement) in 
English 13 May 86 p l 


[By Paul Sham] 


[Text] Shenzhen is shortly to offer more tax concessions to foreign banks 
to maintain their interest in setting up branch offices, according to banking 
sources. 


Because of spending cuts by authorities and companies in the Shenzhen special 
economic zone and high banking overheads there, many foreign banks have re- 
treated from their previous enthusiasm for setting up branch offices, sources 
said. 


Recent implementation of the second border separating Shenzhen from the rest 
of China, and the central government's ambiguous attitude towards the zone's 
development, have also dampened foreign banks’ interest. 


The sources added that they had been told by Chinese banking officials that 
the tax concessions, which have been circulated among foreign banks since 
March, will be officially announced very soon. 


Concessions will include a further extension of the 5 year exemption of banks 
from the 3 per cent consolidated industrial and commercial tax. The exemp- 
tion was introduced last year. 


In addition, the sources said, banks will be exempted from the controversial 
10 per cent interest-withholding tax on borrowings from foreign sources, 
except on any portion of interest above the international interbank rate. 


Even with the exemption, the sources said, Shenzhen banks' average profit on 
loans of around 0.3 percent is still very thin. 
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LABOR AND WAGES 


BRIEFS 


LABOR SERVICE COMPANIES' PERFORMANCE—-Beijing, 5 May (XINHUA) --According to 
statistics, the 45,000 labor or so service companies of all types and at 
various levels in the country found employment for over 6 million people last 
year, replacing the jobs of more than 10 million. According to information 
released at a current national meeting of directors of labor and personnel 
departments or bureaus, the development of labor service companies has been 
characterized by the following three trends: First, they have extended into 
towns and townships. Labor service companies founded last year are mostly 

run by counties, towns, and townships. They have found jobs for many non- 
agricultural personnel, thereby effectively guiding the flow of labor forces 
from the rural to the urban areas. Second, their economic efficiency has been 
remarkably enhanced. The number of jobs placed by the labor service companies 
last year increased 10.2 percent over the previous year, but their output 
value, total sales, and labor service revenues rose by nearly 40 percent, while 
profits were up by more than 50 percent. The per capita output value by labor 
service companies at various levels in Shanghai rose from some 4,000 yuan to 
over 12,000 yuan. Third, the quality of pre-employment training has also been 
improved. Currently, labor service companies run a total of some 1,200 job- 
training centers and 470 field-training farms and shops. They are capable 

of training 600,000 people annually. In Jilin Province, the ratio of those 
who found jobs after undergoing training increased to 88 percent last year. 
[By Sun Yong] [Text] [Beijing XINHUA Domestic Service in Chinese 0805 GMT 

5 May 86] /8309 
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POPULATION 


PAPER CALLS FOR END TO CUSTOM OF BRIDE PRICE 
OW231445 Beijing XINHUA in English 1415 GMT 23 May 86 


[Text] Beijing, 23 May (XINHUA)--Asking for betrothal gifts, a feudal 
custom left over from old China, must be thoroughly eliminated in order to 
ensure that China's rural youths enjoy the right to choose their spouses 
of their free will. 


The newspaper, CHINESE WOMEN, today appealed to authorities at various 
levels to pay attention to the problem and take "effective measures" to 
resolve it. 


Based on a survey earlier this year, the paper reported some "“representa- 
tive" cases involving such gifts of up to 10,000 yuan. 


In the past five years, it said, the income of the rural population has 
increased 110 percent, but the bride price has soared about ten-fold on 
the average. The price does not cover the building cost of new homes 
and the wedding expenses, the paper added. 


The survey was conducted by the paper, together with two youth magazines. 
It shows that to many parents, getting a son married is an "unbearable" 
burden. 


In old China, the most fearful thing was to have a son pressed-ganged into 
the (Kuomintang) army," the paper quoted some older peasants as saying. 
"Now, it is to have a son married." 


The paper and the two magazines issued a questionnaire on marriage in the 
countryside, and have so far received answers from 4,000 people all over 
the country, in addition to 1,000 letters on the same questions. 


Ninety-eight percent of those who answered the questions support the free 
choice of spouses, CHINESE WOMEN said. For the majority, their primary 
concern is whether their future husbands or wives are educated and have 
moral integrity. 
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The financial conditions of the families cf their future spouses are only 
the eighth consideration, the paper said. 


Most girls are of the opinion that they don't care much about money so long 
as their future husbands are well educated and have production skills, it 
reported. "This shows a healthy trend of thinking among China's rural 
youths, a trend resulting from the current policies of encouraging rural 
prosperity," the paper noted. 


But asking for betrothal gifts often frustrates the "rightful" desire of 
young people to seek true love, and this has resulted in many social 
problems. 


In addition, many parents have no money to expand production when they 
have to spend all their savings--and sometimes have to borrow--in order 
to get their sons married. 
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POPULATION 


CONTEST EMPHASIZES IMPROVING CHILD REARING 
OW261619 Beijing XINHUA in English 1509 GMT 26 May 86 


[Text] Beijing, 26 May (XINHUA)--A primary-school girl asked her mother 
to accompany her to the cinema. Her mother hesitated for a while and told 
her daughter she'd better go there with her little friends. 

The mother, Lou Fang, said if this had happened a month ago she would have 
agreed without hesitation, but a contest on child-raising had helped her 
to realize she must let her only daughter be independent. 


Mrs. Lou, a factory worker in her 30's, was one of the 10 who won the 
first prize at the contest. 

More than 100,000 Beijing people took part in the contest which resulted 
in 10 first, 50 second and 100 tl ird prize winners here today. Among the 
10 first-prize winners there were four young mothers, five young fathers 
and one grandmother. The contestants included workers, farmers, teachers, 
doctors and nurses. 


On 5 April, the BEIJING EVENING NEWS published the questionnaire for the 
contest. The circulation increased to one million that day. There were 
100 questions ranging from child education and psychology to child hygiene 
und care. The questions included such things as "what should be included 
in the children's everyday diet? and how many green vegetables should a 


nytt 


child eat every day? 
One multiple-choice question is designed like this: "a two-year-old 

has a habit of nibbling between meals, the best way is (1) to buy her 
between-meal snacks as little as possible, (2) to tell the baby it is 


harmful to nibble between meals, (3) to put the between-meal snacks where 
she can't reach them.” 





[he contest was aimed at popularizing the common knowledge of raising and 
educating children and guiding parents to foster children in a correct way, 
according to Lu Chang, vice-chairwoman of the Beijing Women's Federation. 


88 








‘ . 
= tod 
4 ° . 
4 ae! tr? 
- “ ° a 
, Ly 4 ted , 
; p4« 
« .- & 
‘ P 
| 
- 
. 
/ f 
> of c + ~~ 
4 4 . ‘ 4 . 
-4 > ‘ 4 o . 
‘ Cc e ond 
-/ “a ’ , . 
be Gl —t 4/4 ve 
- > 4 ti - ore tt 
J f f / 7] coc cc rt 7 
- hw — ~N ~4 
. >4 Po Po y ae | 
P 4 he 4 
4 - ~4 . . ae 
> ° “ a a ~ ~ c a 
a - = -_< 
a t.. f ~~ f ° 
f oe > 14 Pa f) 
7 ) . 7? fh \) > ted 
4 tg toed bh - "' -: 
ret len ood N cc @ 4 £0 
| +4 _ \ q) . 
o~ o~ 
fi ww OO, 4 f bs ¢ ¢ 
+ ‘ Uv tf. “r4 
, Ped 2 
~4 J - <; 7 Po | - 
4 4 rt c / 
, * + of 
-* 4 > ry “ 
‘ re e 
' -. » 
"4 > / re | ae] a) 
‘ ‘ . " 
‘ - _/ 
“4 o co ° a 
- ra > ‘ ‘ 
i La ‘ f ‘ 7) oe YY ««t 
J | o- "3 ( +4 , c 
r4 | te ¥ 
, . J t 
) 4 | Vv / cr ee 
) { c ° . ord re af 
j ‘) i to i Po tJ) ted 
v — © 2c 
ew Cc r4 : ay a 
“4 
7) 4 -- af r J << 
4 / c -<—T - 
‘ . ) 4 » ~4 - 
P| i ) or = 
w » - 
f -/ / c b~ , 7 
) ba he. 
7 a ) fr : ) 
4 i 7 + te 
J ~ , . ‘ - 
=) ~ of J 
4 ry - 
; > f ~~ J 
4.4 5 o—< *> - 
=) YD ee f - + 5 
id —~ ae | 4 < 
f Bf nh, < o 
‘ ~ 
J , +} 7) ~ t 
~/ -_ > ae t a 
‘ 
4 + cS ~/ t) f c ~ 
ty ‘ y cond * e ~¢ 
cw a > y 
’ c 4 e4 > -. 
4 gS lg 
ord 7) | CY i T 
j » , , 
4 ) > ¢ i. 
ba ) J vo od °c. oO y 
4 Uv cy <3 re > .* 
‘ 
; / t A —« r 
eo ‘ ’ F a a . ~ f 
4 > 4.4 ‘ , b+ Lin \ 














b 


_ 


4 


/ 





JPRS«CEA=86-0/8 
23 June 1986 


TRANSPORTATION 


NORTH-SOUTH RAILWAY SECTION BEING DOUBLETRACKED 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE] in Chinese No 5, 28 Sep 8% pp 2-3 


[Article by Zuo Wenyuan [1563 2429 3220] and Li Zhenxing [2621 2182 5281): 
"Double Tracking of the Hengyang-Guangzhou Section of the Beijing-Guangzhou 
Railroad" ] 


[Excerpts] The Hengyang-Guangzhou section of the Beijing-Guangzhou Railroad, 
Which traverses Hebei, Henan, Hubei, Hunan and Guangdong provinces, is in 
process of being double-tracked. The Hengyang-Guangzhou section starts in the 
north at Hengyang and goes through Chenzhou, Shaoguan and Yingde cities 
southwara to Guangzhou, a distance of 5/'2 kilometers. It intersects with the 
Hunan-Guangxi line at Hengyang; at Guangzhou, it connects with the Shiweitang- 
Foshan-Sanshui line and the Guangzhou-Kowloon line. It is the major artery in 
China's southern railroad network. Double-tracking of this section of the line 
Will rapidly increase the transportation capacity of the entire Beijing- bm 
Guangzhou Railroad and will play an important role in development of the 
national economy, in foreign trade, and in tourism. 


A Brief History of the Construction of the Line 


The Beijing-Guangzhou Railroad was formed by connecting the former Beijing- 
Hankou and Guangdong-Hankou lines, which run a total of 2,324 kilometers. It 
was one of the earliest railroad lines built in China. The former Beijing- 
Hankou line was known as the Lu-Han (Lugougiao to Hankou) Railroad and was 
1,214 kilometers long. Work began on the building of the the south and north 
sections of the line in 1897, and in January 1898, the section of the line 
between Lugougiao and Baoding was opened to traffic. In 1900 when the Eight- 
Power Allied Forces ocev-ied Beijing, the railroad began to be extended to 
Zhengyangmen in Beijing. In April 1906, the entire line from Beijing to Hankou 
was completed and opened to traffic. The former Guangdong-Hankou line 
(including the Hengyang-Guangzhou section) was 1,110 kilometers long. 
Construction was begun on three different sections of it in 1901, and in 1936 
the entire line was completed and opened to traffic. It had been 36 years’ in 
huilding. With the construction in October 1957 of the bridge across the Chang 
Jiang at Wuhan, the Beijing-Hankou and the Guangdong-Hankou lines were 
connected, and in November of that same year the name was changed to _ the 
Bei jing-Guangzhou line. Prior to liberation, inasmuch as the former 
Guargdong-Hankou line had depended on foreign capital for its construction, 
and materials had come from the United States and Great Britain, standards 
along the line were not uniform. Equipment specifications were a jumble and 
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Outdated; various technical criteria were antiquated; trains t.aveled at slow 
speed; and passenger and freight volume was not large. Following liberation, 
double-tracking began in 1954, and by 1971 the 1,169 kilometer distance 
between Beijing and Hengyang had been double-tracked. The remaining section 
running from Hengyang to Guangzhou remained single-tracked. 


Materials and Foreign Trade 


The Hengyang-Guangzhou section passes through the Nanling region where Hunan 
and Guangdong provinces meet, as well as through the Hengyang basin and along 
the edge of the Zhu Jiang delta. The line follows two major waterways, the 
Xiang Jiang and t.ie Zhu Jiang where the land is fertile, rainfall copious, the 
climate temperate, and both agricultural products and lumber resources are 
plentiful. The economic area through which the line passes contains minerals, 
including coal, zinc, lead and wolfram. Coal transported from the stations at 
Laiyang and Sandu amounts to more than 1 million tons annually. Metallic ores 
carried from Maba Station and non-metaliic ores hauled from Dongguapu station 
amount to more than 800,000 tons annually. Since China instituted an open door 
policy toward the outside world, in particular, simultaneous with “attracting 
into" China has been “internal linking," i.e., the use of inland raw materials 
and primary products for fine processing so that products are provided for 
export only after value has been added to them; consequently the volume of 
foreign trade goods shipped is very large. 


The Shenzhen, Zhuhai and Shantou special economic zones in Guangdong Province, 
as well as the four cites and regions open to the outside consisting of 
Guangzhou, Zhanjiang and the Zhu Jiang delta plus Hainan Island, constitute 
One-third of the country's cities and regions opened to the outside world. 
Guangzhou also neighbors Hong Kong and Macao. Its special geographic position 
makes the Hengyang-Guangzhou section Guangdong Province's only major land 
route to the outsic* world. As trade and tourism have developed, the volume 
of passengers and freight handled by this railroad has grown dramatically in 
recent years. 


Overview of Double-tracking Project 


Double-tracking of the Hengyang-Guangzhou section began in 1958 with 
surveying, designing and construction that progressed in fits and starts. In 
1982, work was resumed. 


This section of the line was designed as a first class trunk line with a 
gradient of no more than .006 and a minimum curve radius of 800 meters, or 500 
meters in difficult sections. Station arrival and departure galleries will 
have an effective length of 850 meters at the outset with provision to 
lengthen them to 1,050 meters. Between Chenzhou and Shaoguan, electric 
locomotives will pull trains. On the section between Hengyang and Chenzhou and 
on the section between Shaoguan and Guangdong, steam locomotives and diesel 
engines will pull. Automatic blocking is used throughout the line, and it is 
estimated that traffic capacity will be 30 million tons or more per year. 


The double-tracking project between Hengyang and Guangzhou totals 553.6 
kilometers in length. It is composed of the Hengyang hub, the Guangzhou hub 
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and the sections between Hengyang and Shaoguan and between Shaoguan and 
Guangzhou. New building and rebuilding of station areas along the whole line 
plus building of a road bed between the two areas requires the removal of 
55.71 cubic meters of earth and stone, and 710,000 cubic meters of masonry 
earthworks will be needed. There are single-tracked and double-tracked cunnels 
totaling 49.5 kilometers in length, including the 14.295 kilometer long Dayao 
Shan double-tracked tunnel, the 6.043 kilometer long Nanling tunnel and the 
3.078 kilometer long Leigongjian tunnel. There are also 112 single-tracked, 
double-tracked and multiple-tracked large and medium size bridges; 896 
kilometers of main line tracks and 401 kilometers of station tracks, and 1,573 
switches. Additionally, electrified multiple tracking is to be done on the 155 
kilometers between Chenzhou and Shaoguan. This is a fairly daunting project. 


Arduous Construction Conditions 


The performance diagram for the single-track line between Hengyang and 
Guangzhou calls for 48 passenger and freight trains per day and night. The 
double-tracking of a line while maintaining regular traffic and in a situation 
of increase rather than decrease in traffic volume is unheard of in the 
improvement of old railroad lines in China. 


DouLle-tracking requires the blasting of a large amount of rock alongside the 
existing line, which poses a threat to traffic safety. After repeated study, 
experts selected 12 work sites for testing controlled blasting, bringing down 
420,000 cubic meters of rock. At one dangerous work site, Bureau No 5 
successfully innovated the "steel rail fence" method of protection, implanting 
upright steel rails to form a fence along steep slopes to prevent the 
dynamited rocks from tumbling down to the neighboring operating line. In 
addition, controlled blasting was carried out at 95 work sites to remove a 
total of 1.57 million cubic meters of rock during the short periods in between 
the frequent passing of trains. This project was extremely daunting and 
somewhat like pulling a tooth from a tiger's mouth. 


A large amount of tearing down and removal of buildings is required for the 
rebuilding and expansion of stations. Because of the severe disturbance this 
causes train traffic, construction work at each station has to be carried out 
in several transitional stages. Transitional plans were worked out through 
repeated discussion, with design, construction and transportation being 
closely coordinated and treated seriously before taking effect. A_ vertical 
shaft flooded at Banguao during construction of a tunnel through the Dayao 
Shan, and in the course of building a tunnel through Nanling, a large karst 
cave was uncovered out of which flowed mud and water. Experts gathered at 
these two work sites to study plans for tackling the situations. They decided 
on a parallel heaaing at the Dayao Shan tunnel to drain the gushing water away 
from the tunnel cavern. At the Nanling tunnel, they used the "chemical 
thickening" method and the "congealing" method to solidify the mud so digging 
could continue. 


Initial Benefits From the Project 


In order to upgrade as quickly as possible the traffic carrying capacity of 
the Hengyang-Guangzhou line, it was decided in 1982 that the line shculd be 
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improved even before the tunnel was cut through the Dayao Shan so that the 
amount of freight coming into the Pingshi Station on the border between Hunan 
and Guangdong provinces could be increased from the 11 million tons of 1982 to 
15 million tons in 1984, an increase of 400 tons. Acting in accordance with 
the principle of stage by stage construction for stage by stage benefits, 
arrangements were made first for construction that would increase traffic by 
200 tons between 1982 and 1984. As work was completed and the line was put in 
service at the work sites where improvements had been made, transportation 
capacity rose markedly. Freight coming into Pingshi Station increased from 
10,953,000 tons to 13,375,000 tons. Foreign trade exports shipped from the 
Hengyang-Guangzhou section through Shenzhen increased from 1,254,000 tons in 
1981 to 1,533,000 tons. Comparison of the 1981 and 1985 traffic diagrams shows 
an increase in passenger trains from 8 to 11 and of freight trains from 23 to 
28, equaling a 4 million ton increase in the volume of transportation. 


Even so, the demand for transportation could not be satisfied. Hunan 
Province's plans called for the passage of 20,639 freight trains through 
Pingshi Station during the first quarter of 1985, but actually only 12,273 
trains were dispatched for only 59 percent fulfillment of plan. Hunan 
Province's plans for exports of foreign trade goods during the same period 
called for 3,336 trains to pass through the Pingshi Station, but actually only 
2,390 trains passed for fulfillment of 71.6 percent of plan. Passenger 
transportation problems are still extremely great. At the present time, for 
example, passenger train numbers 5 and 6, numbers 243 and 244 and numbers 161 
and 162 daily carry double the number of passengers for which they were 
designed. During the lunar New Year in 1985, daily passenger traffic averaged 
275,000, and peak period passenger traffic’ was 361,000. It is hoped that the 
foregoing contradiction between traffic volume and traffic capacity will 
gradually be solvec during 1988 in the process of double-tracking the 
Hengyang-Guangzhou line. 
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TRANSPORTATION 


XINJIANG DECIDES TO CHECK NUMBER OF VEHICLES 
HK120612 Urumqi Xinjiang Regional Service in Mandarin 1200 GMT 8 May 86 


[Text] The regional people's government recently decided to stop increasing 
the number of trucks, passenger cars, and sedans within the next 2 years. 
All vehicles made by the region will be allocated for replacing old ones. 


The decision says: For the next 2 years, no department or unit will be 

allowed to assemble or add additional motorcars or to purchase old motorcars 

from other provinces or regions. Nor are they allowed to use the scrapped 
motorcars. The transport supervision and oil industry departments must guarantee 
quality of the work. In the next 2 years, the region's establishment and 
expansion of factories, mines, and enterprises, as well as railway, highway, 

and other projects will include no investment in the motorcar industry. All 
motorcars needed by the projects will be handled by the construction departments 
at the upper level through internal readjustment, or by arranging part of the 
transport work to the local transport enterprises. 


The regional government urged the relevant departments to give full play to 

the leading and major roles of the region's state-run construction and transport 
enterprises. They should do well in supplying key materials, providing 
passenger services, and transporting grain, petroleum, timber, chemical 
fertilizer, and important materials. Transport departments at all levels must 
also guide and organize the work of individual transport households. They 
should give play to their role in the industry. 


/8309 
cso: 4006/1031 
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LARGE AIRPORT IN YUNNAN--Kunming, 25 Apr (ZHONGGUO XINWEN SHE)--A large airport 
with facilities to accommodate Boeing 737's will be built in Xishuanbanna, 

a famous scenic spot in Yunnan. The site of the airport will be in a suburb 

a dozen kilometers away from Jinghoung, capital of the Xishuangbanna Dai 
Autonomous Prefecture. At present, various types of preparatory work such as 
surveying, drilling, surfacing, and so on are being carried out. It is 
expected that the construction of the runway, airport building, and so on 

will be started at the end of this year or early next year and will be 
completed in 2 years. Since Xishuangbanna was opened to the outside world, 
foreign tourism has sharply increased. In 1984, it received 1,700 tourists, 
while in 1985 it received 3,400 tourists. During this year's water-sprinkling 
festival of the Dai nationality, nearly 1,000 tourists came to visit Jinghong. 
[Text] [Beijing ZHONGGUO XINWEN SHE in Chinese 0423 GMT 25 Apr 86] /8309 


SHANXI COAL STOCKPILE--Taiyuan, May 13 (XINHUA)--Shanxi, China's leading 
coal-producing center, is expanding its transportation system to solve the 
problem of excessive coal stockpiling, according to Wang Senhao, governor of 
the province. In addition, collective units and individuals, encouraged by 
the provincial government, will build railways totalling 490 km and maintain 
highways, the governor said. The province plans to build five local railways 
totalling 514 km and 549 km of highways alongside the state plans for the 
transport system between 1986 and 1990. Shanxi's coal output has increased 
by 18 million tons a year since 1980 to reach more than 200 million tons last 
year. But owing to transport problems, more than 50 million tons of coal and 
other materials are lying idle. The governor said the plans for the next few 
years will bring the province's annual rail transportation capacity to 330 
million tons by 1990--138 million tons more than in 1985--and the highway 
transportation capacity to more than 200 million tons, up 80 million tons. 
[Text] [Beijing XINHUA in English 0638 GMT 13 May 86 OW] /8918 


XIZANG ROAD TRANSPORT, PRODUCTION--Ihasa, May 26 (XINHUA)--Roads in Tibet have 
been improved over the past few years to encourage commodity production and 
transport, according to the region's Communications Bureau. The government 
of the Tibet autonomous region has installed a road network fanning out from 
Ihasa, the capital of the region, to Tibet and neighboring provinces. Bus 
routes now extend more than 10,000 kilometers. "We dispatch more than 50 
buses to all parts of the region," said an official of the Tibet Passenger 
Transport Company. "They are shuttling between seats of various prefectures 
and county towne and pick up passengers at the sign of a wave." "The buses 
are equipped with oxygen supplies and heating systems," he added. Before 
1951, when the region was liberated peacefully, there were only five narrow 
paths for postal services in Tibet, which covered 1.2 million square kilo- 
meters. [Text} [Beijing XINHUA in English 0709 GMT 26 May 86 OW] /8918 
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SICHUAN, ANHUI HIGHWAYS, WATERWAYS--Beijing, May 30 (XINHUA)--Sichuan and 
Anhui provinces will exp2nd highway and waterway systems to boost commodity 
circulation and attract more tourists in the 1986-90 period, the ECONOMIC 
DAILY reported today. The paper quoted an official of the Sichuan Provincial 
Bureau of Communications as saying that the province will build 19 trunk 
highways totalling 1,700 kilometers, and widen and asphalt highways linking 
16 large and medium-sized cities in the province. Meanwhile, the Anhui 
provincial government will invest a total of 200 million yuan in harnessing 

7 main river channels, and building and upgrading 27 ports and 4 ship locks 
in the coming 5 years. Upo. completion, these facilities will help increase 
its waterway transport and turnover volume by 30 percent over 1985; its ports 
and docks will be able to handle 80 percent more cargo. [Text] [Beijing 
XINHUA in English 0620 GMT 30 May 86 OW] /8918 


CSO: 4020/338 
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TAIWAN 


OVERSEAS CHINESE INVESTMENT LAWS REVISED 
OW231812 Taipei CNA in English 1446 GMT 23 May 86 


[Text] Taipei, May 23 (CNA)--The Legislative Yuan Friday passed the re- 
vision of the statutes governing investments by Overseas Chinese at the 
third reading to ease the restrictions on foreign exchange remittances by 
Overseas Chinese investors in the Republic of China. 


In the revised statutes, capital gains of Overseas Chinese-invested companies 
may be remitted abroad after 1 year's business operation is completed. The 
former regulation required 2 years. 


Also according to the current Article 267 of the company law, when a 
company's paid-in capital is increasing, it must reserve 10-15 percent of the 
new shares for purchase by its empioyees. In order to encourage foreign in- 
vestments in Taiwan, Overseas Chinese-invested companies are given the 
privilege of ignoring this rule, the new statutes provide. 


Commenting on the passage of the revision, legislator Liu Chin-yueh, 
convener of the Regulation Revision Committee, said that the move will not 
only help attract more investments from Overseas Chinese, but will also 
contribute significantly to the government's efforts in image-building among 
ethnic Chinese abroad. 


According to government statistics, approved investments by Overseas 
Chinese made from January 1982 to March of this year totaled 1,662 cases 
with investment capitals amounting to nearly U.S. $1.21 billion. 


/8918 
CSO: 4020/335 
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TAIWAN 


FINANCE MINISTRY REPORTS CONTYNUED TRADE SURPLUS 
OW240605 Taipei CNA in English 0246 GMT 24 May 86 


[Text] Taipei, May 19 (CNA)--The Republic of China's trade surplus in 1986 
had accumulated to U.S. $4.6 billion as of May 10 due to the booming exports 
of the past few months, an official with the Finance Ministry said Monday. 


The official said according to customs statistics, the nation's imports from 
January 1 to May 10 increased by 4.22 percent from the same period of last 
year to U.S. $7.8 million while exports increased by 15.53 percent to U.S. 
$12.4 billion. 


The exports in April registered the highest monthly growth in the past few 
years due to the fluctuations of foreign exchange rates and the fall of in- 
ternational oil prices, the official said. Among various export categories, 
metal products, transportation facilities, plastics products, textiles, 
wooden products and machinery even set the highest monthly record in terms 
of their value in April, he said. 


Thanks to the booming exports, the nation's exports in April also showed an 
increase of 3.4 percent as compared with the same months of last year, he 
added. 


Meantime, Economics Minister Lee Ta-hai said that the government is studying 
the possibility of allowing the people in this nation to buy stocks of re- 
nowned foreign companies through several monetary organizations designated 
by the government to alleviate the pressure incurred by the nation's exces- 
sive foreign exchange reserves which has hit U.S. $2.6 billion in May. 


Lee, worried that the excessive foreign exchange reserves will constitute 
a great pressure to induce inflation in this nation, has ordered concerned 
agencies to study ways of encouraging the private sector and state-run 
enterprises to increase their investments in other countries. 


/8918 
CSO: 4020/335 
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AD HOC TRADE COMMITTEE--Taipei, May 24 (CNA)--The Ministry of Finance (MOF) 
and the Ministry of Economic Affairs (MOEA) decided recently to set up an 

ad hoc committee to establish the temporary admission carnet system in a bid 
to promote bilateral trade between the ROC [Republic of China] and other 
nations. Meanwhile, the China External Trade Development Council (CEYTDC) 

has been delegated to issue the admission certificates. The said system, 
which was set up in 1962 by the Customs Corporation Council [CCC] was founded 
to promote trade and culture among over 40 member nations. Under the system, 
a country's commodities and samples being sent to another nation for the 
purpose of display or promotion are exempt from taxes if both nations have 
signed an agreement to this effect or are both CCC members on condition that 
such goods are sent back following marketing review activities. Currently, 
South Africa and Korea have each agreed to sign temporary admission and 
carnet system agreements with the ROC to facilitate bilateral trade. [Text] 
[Taipei CNA in English 0349 GMT 24 May 86 OW] /8918 
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